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PARTI 


SENATE  RESOLUTION  290 

This  resolution  provides: 

"That  for  the  purpose  of  obtaining  information  as  a  basis 
for  legislation  the  Committee  on  Interstate  Commerce,  or  any 
duly  authorized  subcommittee  thereof,  is  hereby  authorized  and 
directed  to  make  a  study  of  and  to  investigate  the  matter  of 
consolidation  and  unification  of  railroad  properties  and  the 
efltect  of  such  consolidations  and  unifications  upon  the  public 
interest. 

"The  committee  shall  report  to  the  Senate  the  results  of  its 
studies  and  mvestigation,  including  such  recommendations  for 
legislation  as  it  deems  advisable." 

SCOPE   OP   INVESTIGATION   AND    STUDY 

The  matter  of  railway  consolidations  has  been  a  subject  of  study 
and  mvestigation  by  Congress  and  congressional  committees,  by 
the  Interstate  Commerce  Commission,  and  by  economists  and  other 
students  of  transportation  problems  for  more  than  10  years.  Various 
amendments  to  the  consolidations  provisions  of  the  transportation 
act  of  1920  have  been  proposed  from  time  to  time  and^a  large 
amount  of  testimony  taken  in  connection  with  the  consideration 
of  these  proposals. 

In  1921,  at  the  request  of  the  Interstate  Commerce  Commission, 
after  a  careful  study,  Prof.  William  Z.  Ripley,  of  Harvard  Univer- 
sity, prepared  a  plan  of  consolidation  intended  to  comply  with  the 
provisions  of  the  transportation  act,  and  thereafter,  during  the  same 
year,  the  commission  agreed  upon  a  tentative  plan,  differing  slightly 
from  that  proposed  by  Professor  Ripley.  Hearings  on  the  tentative 
plan  were  held  by  the  commission  from  time  to  time  from  1922  on, 
and  on  December  9,  1929,  the  commission  published  a  comprehensive 
plan  for  consolidations,  pursuant  to  paragraph  4  section  5  of  the 
interstate  commerce  act,  grouping  the  carriers  of  the  United  States 
into  21  systems. 

While,  from  a  superficial  consideration,  it  might  appear  that  fur- 
ther investigation  and  study  would  be  superfluous,  and  while  it  ap- 
pears to  have  been  assumed  in  many  of  the  hearings  to  which  ref- 
erence has  been  made,  that  the  United  States  is  committed  to  a  policy 
of  railroad  consolidation  and  unification,  the  widespread  dissatisfac- 
tion manifested  as  to  the  commission  plan,  and  the  passage  by  the 
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Stentte  of  S«iiite  Joint  Eesolutioii  161  providing  for  the  sugpension 

of  cxittsoliditioEs  and  acquisitions  of  control  except  under  limita- 
Uma  prwcribed  by  that  resolution,  are  strongly  indicative  of  a  wide 
diff«rai€8  of  opinion,  both  as  to  the  general  policy  and  as  to  consoli- 
dations and  unifications  proposed. 

A  .gpotial  invMligttion  is  'being  conducted  by  the  Committee  on 
Interstate  and  Foreign  Commerce  of  the  House  with  reference  to 
holding-company  operations.  Such  operations  are  considered  in  this 
stjiidy  only  as  they  enter  into  a  general,  consideration  of  'the  subject 
of  inTeetigation. 

OUTLINl  OF  INYISTIGATION  AND  STUDY 

In  Older  to  make  an  impartial  study  of  the  consolidation  problem 
we  must  start  without  prejudice  against  the  policy;  at  the  same  time 
we  should  not  assume  that  the  country  is  committed  to  it. 

The  report  of  the  committee  on  S.  5817  (Kept.  No.  1884,  70th 

Cong.,  2d  sess.)  states. : 

"  There  are  virtually  no  differences  of  opinion  upon  the  basic 
question  of  policy  involved  in  the  bill.    Everyone  familiar  with 
pFilint-day  railroad  problems,  either  from  the  point  of  view  of 
the  cirrier,  the  shipper,  or  the  public,  believes  that  the  carriers 
and  their  properties  should  be  consolidated  into  a  limited  num- 
ber of  well-balanced  systems  capable  of  giving  the  public  the 
service  it  demands  at  rates  reasonable  to  the  carrier,  the  shipper, 
and  the  public ;  capable  of  being  operated  in  a  manner  to  pro- 
mote  the  highest  efficiency  and  to  render  the  most  dependable 
service ;  capable  of  assuring  continued  service  to  the  communi- 
ties that  are  dependent  upn  the  railroads  and  of  protecting  the 
public  that  has  invested  in  them ;  and  capable  of  solving  satis- 
factorily many  of  the  perplexing  transportation  problems  of 
the  present  and  of  meeting  the  problems  of  the  future  as  new 
transportation  conditions  and  necessities  arise." 
There  is  no  question  as  to  the  desirability  of  a  transportation  sys- 
tem capable  of  accomplishing  the  things  recited  in  the  portion  of  the 
report  just  quoted  as  ultimate  results  to  be  sought;  but  during  the 
past  year  enough  dissenting  voices  have  been  heard  to  warrant  an 
mquiry  as  to  whether  there  is  a  unanimity  of  opinion  that  consoli- 
dulion  will  accomplish  these  results. 

The  general  supposition  has  been  that  at  the  time  of  the  passage 
of  the  transportation  act  certain  conditions  existed  in  our  transpor- 
tation system  which  required  adjustment;  that  under  the  existing 
mitional  policy  such  an  adjustment  could  not  take  place ;  that  the 
consolidation  features  of  the  transportation  act  were  adopted  to 
make  this  adjustment  possible;  and  that  our  national  policy  as  to 
consolidations  was  radically  changed,  especially  in  relation  to  con- 
solidations which  might  violate  the  antitrust  laws.  It  is  because 
of  this  supposition  that  all  the  efforts  of  Congress  during  the  past 
10  years  have  been  to  work  out  a  practical  consolidation  s^eme,  and 
until  very  recently  no  thought  was  given  to  reconsidering  the  policy 
of  consolidation,  and  testing  it  to  determine  whether  it  is  in  the 
public  interest  and  will  accompliah  what  it  was  intended  to  accom- 
plish.   Some  confusion  may  have  arisen  from  taking  it  for  granted 
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that  consolidation  was  adopted  as  a  governmental  policy,  rather 
than  as  a  governmental  experiment. 

This  study  can  be  of  no  value  unless  it  is  made  as  a  reconsidera- 
tion, and  it  would  seem  that  the  only  way  to  impartially  reconsider 
the  matter  is  to  start  at  the  beginning  and  to  examine  all  phases  of 
the  problem  in  the  light  of  the  experience  of  the  past  10  years. 

In  order  to  make  such  a  study  and  to  assemble  information  which 
may  be  a  guide  for  future  legislation  we  may  well  consider  the 
subject  under  the  following  heads  : 

(1)  History  prior  to  transportation  act  of  1920. 

12)  Transportation  act  of  1920  and  legislative  history. 

f3)  Reasons  for  enactment  of  consolidation  provisions. 

(4)  Original  intention  as  to  maintenance  of  competition  and 
classes  of  roads  to  be  consolidated. 

(5)  Action  by  Congress  and  the  Interstate  Commerce  Commission 
since  the  transportation  act : 

(a)  Ripley  plan,  and  plans  of  the  commission. 
ih)  Defects  in  consolidation  provisions  of  act. 
\c)  Proposed  amendatory  legislation,  1924-1929. 

(6)  Hearings  before  Senate  and  House  committees  and  opinions 
of  witnesses  pro  and  con  on — 

^a)  Reasons  for  consolidation  provisions  in  law. 
b)  Advantages  of  consolidation. 
\€}  Weak-line  problem. 
,  ()  Complete  plan  of  consolidation. 
le)  Competition. 

(7)  Weak  roads  enumerated  by  Senator  Cummins  as  illustrations 
demonstrating  necessity  for  consolidation,  and  subsequent  history. 

(8)  Present  condition  of  railroads. 

^JP  Acquisitions  of  control  under  paragraph  2,  section  5,  1920- 
1980:  analyses  of  such  acquisitions: 

(a)  Have  voluntary  acquisitions  shown  tendency  of  strong  systems 
to  take  in  weak  roads? 

(b)  Have  acquisitions  effected  benefits  intended  by  Concress  in 
enactment  of  law? 

(10)  Effects  of  short-haul  provisions  in  cases  of  consolidation- 
through  routes. 

(11)  Effects  of  consolidation  on  labor. 

(12)  Opinions  of  students  of  consolidation  not  in.  records  of 
hearings. 

(13)  Proposed  consolidations. 

(14)  Holding  companies. 

(15)  Present  proposed  legislation. 
fl6)  Conclusions. 

!a)  Are  there  differences  of  opinion  as  to  policy  of  consolidation? 
lb)  Basis  of  consolidation  provisions  of  transportation  act. 
Ic)  Benefits  anticipated  from  consolidation. 

(d)  Intention  of  Congress  as  to  maintenance  of  competition. 

[e)  Intention  of  Congress  in  exempting  consolidating  carriers 
from  antitrust  acts.  s  « 

i^\  Ha?  consolidation  legislation  accomplished  original  purpose? 
{(;)  Will  consolidation  result  in  substantial  economies? 
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k)  Will  consolidation  result  in  reduction  of  rates? 

i)  Benefits  of  consolidation. 

j)  Who  will  receive  benefits^  if  any! 

«)  Will  there  be  corresponding  detriments? 

I)  Wiat  effect  will  consolidation  bave  on  labor? 

m)  Wbat  effect  will  consolidation  bave  on  shippers? 

n)  Objections  to  consolidations : 
1  Subject  to  antitrust  laws. 
2.  In  violation  of  antitrust  laws. 
S.  Short  and  weak  lines. 

#)  Additional  legislation  necessary. 

p)  Amendments  .as  to  procedure.. 


(q)  Public  interest;  preservation  of  competition  and  maintenance 
of  through  routes. 

ir)  Program  of  ^ciiBSolidation  to  aid  weak  roads. 

(s)  Should  consolidation  policy  of  transportation  act  be  continued? 


HISTOKY  PRIOE  TO  TEANSPOETATION  ACT  OF  1920 

.Riilroad  consolidations  commenced  as  early  as  1853.  Between 
1853  and  1858  the  foundations  of  the  New  York  Central  system  were 
laid  by  the  consolidation  of  16  different  railroad  organizations. 
This  system;  the  Pennsylvania  system,  which  was  originally  about 
600  different  corporations ;  the  Santa  Fe ;  the  Southern  Pacific ;  and 
other  great  systems  were  formed  in  this  way.  The  early  consolida- 
tions were  largely  end-to-end  attachments  for  the  purpose  of  tying 
lines  together  for  continuous  transportation  service  and  acquisitions 
of  lateral  lines  as  feeders. 

The  motives  for  these  early  consolidations  were: 

1.  The  extension  ol  road  under  a  single  operating  head  for  the 
carrying  of  through  traffic  between  great  trade  centers. 

2.  To  secure  increased  abilitjr  to  liandle  the  increasing  traffic  de- 
veloping from  a  rapidly  growing  agricultural  and  manufacturing 
industry. 

3.  Ttf  secure  uniform  standard  equipment  and  practice  in  the  con- 
tinuous  handling  of  traffic. 

4.  To  avoid  the  delays  and  expense  involved  in  frequent  transfers. 
6.  Later,  and  especially  from  1899  to  1903,  attempts  were  made  to 

build  up  large  systems  m  line  with  the  general  movement  of  that 
time  for  combinations  and  the  idea  of  big  business. 

(Hearings  House  Committee  on  Interstate  and  Foreign  Commerce 
on  H.  R.  11212,  May  24, 1926,  p.  20,  testimony  of  Dr.  C.  S.  Duncan.) 

During  the  eighties  there  was  a  movement  by  the  States  and  in 
Congrress  to  extend  the  regulation  of  railway  operation.  In  a  sub- 
fitantial  majority  of  the  States  laws  were  passed  prohibiting  railway 
consolidations  by  companies  owning  parallel  or  competing  lines. 

(Hearings  on  extension  Government  control  of  railroads,  1919,  p. 
540.)  '^ 

On  February  4,  1887,  the  interstate  commerce  act  was  passed. 

In  1890  the  Sherman  act  was  passed,  and  in  1897  the  Supreme 
Court  held  in  the  Trans-Missouri  Freight  Association  case  (166  U.  S. 
fiW)  that  the  Sherman  Act  applied  to  railroads,  and  that  rate  agree- 
ments, pools,  and  traffic  associations  for  the  purpose  of  preventing 
competition  by  competing  railroads  were  illegal.    This  and  another 
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similar  decision  put  an  end  to  the  practice  of  making  such  agree- 
ments and  pools,  which  had  been  established  for  the  purpose  of  pre- 
venting cut-throat  competition  and  mutual  destruction  by  competing 
railroads.  It  will  be  kept  in  mind  that  up  to  this  time  there  was  no 
legislation  giving  the  Interstate  Conmierce  Commission  the  power 
to  Rx  rates. 

In  1904,  in  the  Northern  Securities  case  (193  U.  S.  197),  the  Su- 
preme Court  held  that  the  defendant,  a  holding  company,  should  be 
enjoined  from  acquiring,  holding,  or  voting  the  shares  of  the  capital 
stock  of  two  competing  railroad  companies — ^the  Northern  Pacific 
and  Great  Northern,  'fiiis  had  been  the  first  attempt  to  consolidate 
two  large  competing  roads  through  the  medium  of  a  holding  com- 
pany. 

In  1912,  in  the  Union  Pacific  Railroad  case  (226  U.  S.  61),  the 
Supreme  Court  again  applied  the  Sherman  Act  to  railroads,  and  held 
that  the  purchase  by  the  Union  Pacific  of  46  per  cent  of  the  stock 
of  the  Southern  Pacific,  with  the  resulting  control  of  the  latter's 
railway  system  by  the  former,  was  an  illegal  combination  in  restraint 
of  interstate  trade. 

On  October  14,  1914,  the  Clayton  Act  was  passed.  Section  7  of 
this  act  specifically  prohibits  the  acquisition,  direct  or  indirect,  of 
the  whole  or  any  part  of  the  stock  of  a  corporation  engaged  in  com- 
merce by  another  corporation  also  engaged  in  commerce,  where  the 
effect  or  such  acquisition  may  be  to  substantially  lessen  competition 
or  create  a  monopoly.  The  act  also  condemns  interlocking  direc- 
torates. 

Consolidations  and  acquisitions  of  control  since  the  decisions  in 
the  Northern  Securities  and  Union  Pacific  cases  have  been  largely 
confined  to  noncompeting  roads,  to  stock  control,  and  to  feeder  lines, 
in  conformity  to  the  antitrust  laws  and,  since  1920,  under  the  super- 
vision of  the  commission  (except  for  such  virtual  consolidations 
as  have  been  effected  through  the  medium  of  holding  companies, 
without  regulation.) 

It  is  apparent  that  up  to  the  time  of  the  passage  of  the  transporta- 
tion act  it  was  the  prevailing  economic  theory  that  the  public  inter- 
est was  best  served  through  competition,  both  in  rates  and  in  service, 
between  rail  carriers,  with  regulation  by  the  Interstate  Commerce 
Commission  to  prevent  discriminations,  rebates,  and  unjust  and 
unreasonable  rates. 

TRANSPORTATION  ACT  OF  1920  AND  LEGISLATIVE  HISTORY 

CONSOMDATION  PROVISIONS  IN  AcT 

By  the  transportation  act  specific  provision  was  made  for  con- 
solidations and  acquisitions  of  control  of  railroads.  That  act  pro- 
vides : 

(a)  By  paragraph  2,  section  5,  for  the  acquisition,  with  the  per- 
mission of  the  Interstate  Commerce  Commission,  by  one  railway 
carrier  of  the  control  of  any  other  such  carrier,  either  under  a  lease, 
or  by  the  purchase  of  stock,  or  in  any  other  manner  not  involving  the 
consolidation  of  the  carriers  into  a  single  system  for  ownership  and 
operation. 
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(5)  Bj  paragraph  4^  section  5,  for  tlif  preparation  and  adoption 
by  the  commission  of  a  plan  for  the  consolidation  of  the  railway 
properties  of  the  continenttl  United  States  into  a  limited  number 
of  aystems;  under  which  plan 

Com|>etition  shall  be.  preserved  as  fully  as  possible; 
Existing* routes  and  channels  of  trade  and  commerce  main- 
ttined  wherever  ;practicable ; 
subject  to  which  requirements— 

The  Mveraf  systems  shall  Im  so  arranged  that  the  cost  of 
transportation  as  'between  competitive  systems  and  as  related 
to  the  value  of  the  properties  through  which  the  service  is  ren- 
dered shall  be  the  same  'so  far  as  practicable,  to  the  end  tliat  the 
systems  can  employ  uniform  rates  in  the  movement  of  competi- 
tive traffic  and  under  efficient  maniifement  earn  substantially 
the  same  rate  of  return  upon  the  value  of  their  respective  rail- 
way properties. 

(c)  Consolidations  must  be  in  harmony  with  the  complete  plan  ol 
consolidation  and  approved  by  the  commission. 

(d)  Stock  and  bonds  of  corporation  bC'Coming  owner  of  consoli- 
dated  pronerties  not  to  excwd  value  of  conaolilated,  properties  as 
determined  by  commission  under  section  19  (a). 

(e)  Carriers  affected  by  iiny  order  made  under  the  provisions  of 
aection  5,  and  any  corporation  organized  to  effect  a  consolidation 
approved  and  authorized  in  such  order  shall  be  relieved  from  the 
opration  of  the  antitrust  laws,  and  from  all  other  restraints  or  pro- 
hibitions by  law,  State  or  Federal,  so  far  as  necessary  to  enable  them 
to  do  an'ything  authorized  or  required  by  any  such  order. 

The  transportation  mt  of  1920  w^as  a  compromi,se  measure  pre- 
pared by  the  conferees  of  the  Senate  and  House  after  the  passage 
by  the  Souse  of  H.  B.  10M3  (66th  Cong.,  1st  sees.)  and  the  amend- 
ment of  that  measure  by  the  Senate  by  substituting  the  language  of 
S.  3288.  The  •consolidation  provisions  of  the  act  as  passed  represent 
in  a  greater  measure  the  provisions  of  the  .Senate'  bill  than  those 
oj[  me  Jo-Ouse  Dili* 

PIjA,N8  Pki»E,N'T1D'  to  CoK'OIIEJM' 

Following  is  a  synopsiB  of  the  various  plans  which  were  presented 

tO'  Congress : 
.Senate  committee  plan : 

Consolidation  of  all  railroad  properties  into  20  to  85  systems, 
in  accordance  with  a  plan  previously  adopted  by  the  Railway 
Transportation  Board  and  approved  dv  the  Interstate  Commerce 
Commission — consolidation  to  be  voluntary  if  accepted  within 
seven  years,  and  if  not,  compulsory. 
Interstate  Commerce  Commission  plan : 

Consolidation  of  existing  railroad  systems  when  approved  by 
the  Interstate  Commerce  Commission. 
Kailway  executives'  plan : 

Consolidation  of  existing  lines  into  strong  competitive  sys- 
tems whenever  found  to  be  in  the  public  interest ;  and  also  pro- 
viding for  joint  use  of  equipment  and  terminals  when  in  the 
puouc  mieroBi;. 
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National  transportation  conference  of  the  United  States  Chamber 
of  Commerce : 

Consolidation  of  existing  railroads  into  strong  competitive 
systems,  under  conditions  prescribed  by  the  Federal  Transporta- 
tion Board,  with  provision  that  if  after  five  years  the  consolida- 
tions planned  by  the  board  are  not  well  advanced,  the  board 
m^  require  their  completion. 

Warfield   plan    (National   Association    of   Owners   of   Railroad 
Securities)  : 

Permission  to  consolidate  existing  systems  when  found  by  the 
Interstate   Commerce  Commission  to  be  compatible  with  the 
public  interest.    Favor  competition. 
Amster  plan  (Citizens'  National  Railroad  League) : 

Complete  consolidation  of  all  railroad  companies  into  a  single 
national  corporation,  thus  putting  an  end  to  competition. 
Plumb  plan  (indorsed  by  railroad  brotherhoods)  : 

Consolidation  of  all  the  railroads  into  a  single  system  and 
elimmation  of  all  competition.  The  railroads  to  be  owned  by 
the  United  States  and  all  railroads  to  be  operated  as  a  single 
system  by  a  corporation  composed  of  raikoad  employees. 

Proceedings  in  House 

The  report  of  the  House  committee,  presented  by  Mr.  Esch  (House 
Report  No.  456,  66th  Cong.,  1st  sess.,  on  H.  R.  10453),  states  the 
following  with  reference  to  consolidations : 

"As  to  consolidations,  the  plans  presented  to  your  committee 
differed  materially.  But  two  are  recommended.  One,  permis- 
sive consolidation,  and  the  other,  compulsory  consolidation.  The 
pending  bill  (H.  R.  10543)  favors  permissive  consolidations,  sub- 
ject to  approval  by  the  Interstate  Commerce  Commission.  The 
so-called  Warfield  plan  advocates  the  same  policy.  The  Amster 
plan  favors  complete  consolidation  of  all  railroad  companies 
into  single  corporations,  resulting  in  an  end  to  competition.  The 
Senate  committee  plan  (Cummins  bill)  and  the  railway  execu- 
tives' plan  favor  the  consolidation  of  existing  lines  into  a  certain 
number  of  comptitive  systems.  The  Senate  plan  permits  volun- 
tarv  consolidations  if  accepted  within  seven  years  after  approval 
of  the  act.  Many  of  the  objections  we  have  above  urged  against 
Federal  incorporation  arising  out  of  delays,  expenses,  and  liti- 
gation are  equally  apphcable  to  compulsory  consolidations.  In 
our  opinion,  the  interest  of  the  public  will  be  better  served  where 
the  consolidations  are  voluntarily  entered  into,  upon  approval  by 
the  Interstate  Commerce  Commission,  and  where  such  consoli- 
dation or  merger  is  in  the  interest  of  better  service  to  the  public 
or  economy  of  operation  or  otherwise  of  advantage  to  the  con- 
venience or  commerce  of  the  people.  Under  such  a  plan  the 
problem  of  weak  roads,  when  taken  in  connection  with  the  other 
provisions  of  the  pending  bill,  will  in  a  large  measure  be  capable 
of  solution.  ^ 

'*  Your  committee,  believing  that  the  creation  of  regions  for 
incorporation,  administrative,  and  rate-making  purposes  would 
not  permit  of  the  fullest  measure  of  competition  and  would  make 
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rate  mtking  based  on  average  condition  of  carriers  within  a 
given  region  an  impossible  tasfe,  have  not  deemed  it  wise  to  adopt 
any  such  plan  in  the  pending  bill." 
The  synopsis  of  section  '407,  the  House,  bill  section  dealing  with 
consolidations  appearing  in  the  report,  is  as  follows : 

"  Section  407  amends  tlie  first  paragraph  of  section  5  of  the 
commerce  act  so  as  to  confer  JErisdiction  upon  the  commission  to 
authorize  the  unification,  consolidation,  or  merger  of  two  or  more 
carriers  engaged  in  transportation  of  passengers  or  property,  or 
of  the  owiiersliip  and  operation  of  their  properties,  or  tlie  pool- 
ing of  their  traffic,  earnings  or  facilities,  if  the  commission  finds 
that  such  unification,  consolidation,  merger,  or  pooling  will  be  in 
the  interest  of  better  service  to  the  public  or  economy  in  opera- 
tion, or. otherwise  to  the  advantage  of  the  convenience  and  com- 
merce of  the  people.  The  approval  by  the  commission  is  to  bo 
given  imder  such  rules  and  regulations  and  upon  such  terms  and 
conditions,  including  consideration  as  between  the  carriers,  as 
the  commission  may  find  just  and  reasonable.  The  carriers 
receiving  such  authority  from  the  commission  are  relieved  from 
the  operation  of  the  antitrust  law  and  other  State  or  Federal 
restraints,  in  so  far  as  necessary  to  enable  them  to  effect  the 
unification,  consolidation,  merger,  or  pooling." 
There  was  practically  no  discussion  in  the  House  on  the  consolida- 
tion feature  of  the  bill;  the  only  statement  of  any  consequence  being 
that  of  Chairman  'Bsch,  whiA  embodied  merely  the  matters  set  out 
in  the  report. 

CONFEIEMCB  EbPOKTB 

Tlie  bill  (H.  E.  10453)  having  been  sent  to  conference  after  pas- 
sage by  the  Senate  of  the  bill  as  there  amended,  the  conferees  reported 
the  present  provisions  of  the  transportation  act.  The  statement  of 
the  managers  for  the  House  attached  to  the  conference  report  (House 
Be:port  650,  66th  Cong,,  2d  sess.,  February  18,  1920)  contained  the 
following  with  reference  to  the  consolidation  features  of  the  bill : 

"  The  House  bill  permitted  confiolidations,  mergers,  and  pool- 
ing of  earnings  or  facilities,  subject  to  the  approval  of  the 
commission,  and  for  the  purpose  of  carrying  out  any  order  of 
the  commission  approving  a  consolidation,  merger,  or  pooling, 
declared  that  the  carriers  affected  hj  such  order  should  be 
relieved  from  the  operation  of  the  antitrust  and  other  restric- 
tive or  prohibitory  laws.  The  Senate  amendment,  in  section  9, 
declared  that  it  is  the  policy  of  the  United  States  to  require 
consolidation  of  all  the  railroads  of  the  country  into  not  less 
than  20  nor  more  than  35  separate  systems,  and  provided  (sec. 
10)  that  the  Transportation  Board  should  prepare  a  plan  for 
such  consolidation.  Voluntary  consolidations  were  provided  for 
within  the  period  of  seven  years  after  the  passage  of  the  act, 
but  at  the  end  of  that  period  the  Transportation  Board  was 
given  power  to  compel  such  consolidations.  The  Senate  receded 
from  tlie  provisions  for  compulsory  consolidation  and  agreed  to 
the  House  provisions  with  respect  to  pooling,  as  revised  by  the 
conferees.    The  House  agreed  to  the  Senate  provisions  for  vol- 


untary  consolidations  as  revised  by  the  conferees  in  section  407 
of  the  conference  report.  Under  these  provisions  the  commis- 
sion is  authorized  to  permit  the  acquisition  by  one  carrier  of 
the  control  of  another  by  lease  or  purchase  of  stock.  The  com- 
mission  IS  directed  to  prepare  a  plan  of  consolidation,  preserv- 
ing existing  routes  and  competition  so  far  as  possible.  Before 
adopting  such  plan  the  commission  is  required  to  give  a  hearing 
and  notify  the  governor  of  each  State  affected.  Consolidations 
or  mergers  in  harmony  with  the  commission's  plan  are  permitted, 
subject  to  the  approval  of  the  commission  and  subject  to  the 
requirement  that  the  capital  of  the  consolidated  corporation  shall 
not  exceed  the  value  of  the  consolidated  properties  as  determined 
by  the  commission.  An  order  of  the  commission  approving  a 
specified  consolidation  may  be  carried  out  notwithstanding  any 
State  or  Federal  restraining  or  prohibitory  law  to  the  contrary." 
In  Senator  Cummins's  statement  to  the  Senate  on  the  conference 

report  (p.  3S27,  Cong.  Rec,  66th  Cong.,  2d  sess.,  Feb.  23,  1920)  he 

said  as  to  consolidations : 

"  The  Senate  bill  proceeded  upon  the  declared  theory  that  in 
order  to  make  rate  regulation  completely  successful  and  abso- 
lutely just  as  between  the  public  and  the  railway  owners,  the 
railway  properties  of  the  United  States  should  be  divided  for 
ownership  and  operation  into  not  less  than  20  nor  more  than 
35  systems,  preserving  fully  the  competition  in  service  now  exist- 
ing and  the  established  channels  of  trade  and  commerce.  It 
provided  that  the  Transportation  Board  should,  after  hearing, 
make  and  publish  a  plan  of  consolidation,  that  for  seven  years 
consolidations  in  harmony  with  the  plan  so  presented  should  be 
voluntary,  and  that  thereafter  necessary  measures  should  be 
taken  by  the  Government  to  complete  the  execution  of  the  plan. 
It  further  prescribed  that  in  all'  consolidations  the  capitalization 
of  the  consolidated  companies  should  not  exceed  the  actual  value 
of  the  railway  properties  involved  in  the  consolidation. 

"  In  so  far  as  the  Senate  bill  contemplated  compulsory  con- 
solidations, the  Senate  conferees  have  found  it  necessary  to  re- 
cede, but  the  real  principle  embodied  in  the  Senate  bill  has  been 
preserved.  The  substitute  found  in  the  conference  report  upon 
this  subject  provides  that  the  commission  shall,  as  soon  as  prac- 
ticable, adopt  and  publish  a  plan  for  the  consolidation  of  all  rail- 
ways into  a  limited  number  of  systems,  with  the  same  require- 
ments as  to  competitive  service  and  the  observance  of  existing 
routes  of  commerce  as  were  laid  down  in  the  Senate  bill.  With 
the  approval  of  the  commission,  guided  solely  by  the  public 
interest,  consolidations  are  to  be  permitted,  but  they  are  to  be 
voluntaiy  and  must  be  consistent  with  and  in  furtherance  of  the 
plan  adopted  by  the  commission.  Furthermore,  in  whatever 
consolidations  may  take  place,  the  properties  consolidated  must 
be  treated  as  of  their  true  value,  and  the  commission  is  charged 
with  the  dutv  of  determining  this  value  under  the  valuation  act 
of  1913.  While  I  regret  that  the  House  conferees  could  not  be 
brought  to  a  complete  acceptance  of  the  Senate  bill  upon  this 
subject,  I  feel  that  the  provisions  agreed  upon  are  a  tremendous 
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•iimiice  toward  tli.e  desired  end,  and  will  eventually  result  in 
Bucli  ft  readjustment  of  all'  railroad  systems  that  it  will  be  possi- 
ble lor  tlie  Interstate  Commerce  Commission  to  establish  charges 

lor  the  service  ol  transportation  that  will  fairly  sustain  all  our 
railroads  without  giving  any  one  of  them  an  excessive  return  on 
^  ^  the  value  ol  the  property  rendering  the  se^rvice." 
There  was  no  lurther  debate  upon  this  section  prior  to  the  adoption 

ol  the  conference  report. 

MBATOffS  FOE  ENACTM:1NT  OF  CONSOLIDATION  FHOVISIONS 

The  reasons  Brompting  the  inclusion  in  the  transportation  act  of 

ite  pro¥i;8ions  lor  consolidations  can  best  be  .gathered  in  the  first 
instance  fmm  the  report  of  the  Senate  committee  prepared  by  Sena- 
tar  Cummins,  the  author  of  the  provisions,  and  from  his  speech  in 
the  Senate  at  the  time  of  consideration  of  the  bill,  because  tiiese 
■slttements  have  'been  recognized  in  the  later  studies  and  investiga- 
tions which  have  been  made  as  correctly  setting  forth  the  theory  of 
tim  •l^alfttioii  and  the  reasons  for  its  enactment. 

BlFOET  OF  'THIJ  CoMMriTEE 

The  report  of  the  Senate  Committee  on  Interstate  Commerce, 
presented  by  Senator  Cummins  November  10,  1919  (Report  No.  304, 
IWth  Cong.,  1st  sess.,  on  S.  3288),  after  comment  upon  the  provisions 
of  the  biD  providing  for  the  return  of  the  railroads  to  their  owners 
and  the  termination  of  Government  operation,  sets  forth  the  follow- 
ing under  the  heading,  « The  Policy  Established  by  the  Bill  for 
Future  ^Control  and  .Megnlation." 

(a)  If  our  policy  is  to  be  private  operation  of  instrumentalities 
of  transportation,  tiiere  must,  be  a  large  and  constant  inflow  of  capi- 
tal, because  as  commerce  increases  in  volume  the  facilities  of  trans- 
portation must  increase. 

Such  capital  must  be  drawn  from  those  who  have  money  to  invest 
and  must  be  voluntarily  contributed. 

If  the  people  who  have  money  will  not  invest  it  in  transportation 
enterprises,  private  ownership  and  operation  under  public  control 
Ernst  fail. 

Therefore,  any  legislation  proposed  on  the  hypothesis  of  private 
ownerehip  and  operation  must  t^euder  to  the  future  investor  reason- 
able security  for  the  investment  he  is  asked  to  make  and  reasonable 
-assurance  of  sucfi  yearly  return  upon  liis  money  as  will  induce  him 
to  enter  the  field. 

In  tlMse  respects  present  system  of  regulation  lias  failed. 

m  With  widely  varying  conditions  of  railroads,  it  is  impossible 
for  Interstate  Commerce  Commission  to  prescribe  schedules  of 
charges^  for  transportation  at  the  same  time  just  to  the  public  and 
still  mamtainmg  tlie  raO:ways  whk-h  must  continue  to  function  if  the 
I^eople  of  the  country  are  to  be  provided  with  adequate  transporta- 
tion service. 

In  a  given,  competitive  area  the  rates  which  will  furnish  one  com 
pany  a  grossly  excessive  income  will  lead  another  into  bankruptcy. 


BAILROAD  CONSOLIDATIONS  AND  UNIFICATIONS 

When  the  Government  assumed  control  of  the  railways  they  were 
taken  as  a  whole,  earning  all  they  should  be  permitted  to  earn,  but 
railways  which  carried  30  per  cent  of  traffic  were  earning  so  little 
they  could  not  by  economy  or  good  management  sustain  themselves. 

{€)   I  hem  highways  of  commerce  can  not  be  abandoned.    Some- 
system  must  be  devised  for  continuance,  betterment,  and  growth 

(d)  Government  ownership  is  one  solution.  Committee  does  not 
favor  that. 

(e)  Only  other  solution,  consolidation. 

1.  First  policy,  consolidation  into  one  ownership. 

2.  Second,  consolidation  into  comparatively  few  competitive  sva- 


Disadvantages  of  first  outweigh  advantages.  Principal  advantasfr 
of  several  systems  is  that  competition,  not  m  rates  or  charges  but  in 
service,  will  do  more  to  strengthen  and  make  public  regulation  suc- 
c^ful  than  any  other  element  which  can  be  introduced  into  business 
of  transportation. 

Therefore,  the  committee,  recognizing  the  necessity  for  consolida- 
tion, detennmed  m  favor  of  gradual  unification  of  railways  into  not 
less  than  20  nor  more  than  35  systems;  not  regional  nor  zone  systems, 
but  systems  that  will  preserve  substantially  existing  channels  of  com- 
merce and  full  competition  m  service.  Vital  rule  of  the  grouping 
to  be  that  they  are  to  be  so  divided  that  operating  incomes  of  several 
consolidated  compinies  will  bear  substantially  the  same  relatioa 
toans^rtation**    ""  '^P**'*"'*  properties  held  for  and  used  in 

Then  follows  a  discussion  of  some  of  tlie  features  of  the  biU  for 

Tt^P^iw  *^'nP  K°;    ™'  Pj^fu  ""f  '?,*  ""t  '°  ^"ite  full  detail 
in  the  Senate  bill,  but  many  of  the  details  were  eliminated  before 

J^re  noTTltercd""'         ^*°^"^  principles  of  (he  legislatioa 

TEMPORART  ADJUSTMENT— RECAPTURE 

Full  advantages  of  consolidation  can  not  be  obtained  for  10  or 
1^  years.  Kailways  must  be  returned  to  owners  at  once  Neces- 
sary to  provide  a  plan  for  immediate  relief. 

«rtV*^tP''*"  ^  prescribe  basis  of  return  upon  value  of  railway  prop- 
Kkment  '  "'**"    *"''   '^"'^''y'   ^^   encouraging 

Requiring  carriers  which  under  any  given  body  of  rates  will  earn 
more  than  fair  return  to  pay  excess  to  Government,  and  in  so  using 
excess  that  transportation  facilities  of  credit  can  be  furnished  wX? 
carriers  and  thus  help  mamtain  general  system  of  transportation 
rato^  t  T^  5^°1*  these  results  rate  districts  to  be  established  and 

nronX"?,L?t^'°'.^!l"*^*?  ^'/^  Pf..^^"*  "«  aggregate  ^lue^  of 
property  used  in  service  of  transportation 

noS«f^''^.^''^'^i'''''''^*'  T^'^^l^  ??  ^^y  *^^^^i^^  ^0  ^  paid  to  Trans, 
portation  Board  for  uses  described  in  act. 

act  as  SlfalpLd^'  '"^*"''''  "*  '^'  '^'=''P*"'^  ^^t'^'^  »*  '^ 
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SmNATOE  CUMM,tN8'S  StATIMBNT  IN  SeNATI 

In  Mfi:  apeecli,  in  the  Senate  on  December  2  and  4,  1919.  Senator 
jDnrnmins  elaborated  upon  the  refwrt^  of  the  committee.  Following 
is  a  brief  summary  of  the  arguments  presented  by  him  in  so  far  as 
the  discussion  referred  to  the  consolidation  features  of  the  bill. 

That  private  operation  of  railroads  can  not  be  continued  as  a 
■permanent  policy  unless  there  is  a  radical  change  in  the  method  of 
regulation.  It  is  imijossible  for  the  Interstate  C!ommerce  Commis- 
aion  to^establish  a  'bocly  of  rates  in  the  United  States  that  will  enable 
tim  railways  to^  maintain  themselves,  because  it  is  impossible  to 
establish,  a  iystem  of  rates  that  will  sustain  the  weaker  roads  with- 
out .gi'ving  the  stronger  roads  an  excess'ive  income.  He  outlined 
the  average  earnincB  of  certain  roads  for  a  test  period  of  the  three 
.ywirs  preceding  July  1, 191T,  taking  the  investment  account  of  each 
.foad  as^kept  under  the  .supervision  of  the  commi^ssion  as  the  basis 
of  igurfng  wturn.  'The  average  net  operating  income  of  some  of 
the  loads,  on  this  basis  was  as:  follows  : 

Per  ceat 

New  York  Central <\  oo 

Pennsylvania . ..JJZZZ^ZZZZZl^^ 

Delaware,  Lacktwaiii),a  &  Western 7]  54 

JBrfe... - _ _.«.«, _,«,«,_«.» .,  _,__,_,__ —«.«_•.,« • _«.«__«._««.__«.    „  H  fis 

Baltimore  &  Olito-.. I_IIIIIIZII__         11     4*  67 

C'lilcagci,  Bnrlliifton  ft  Qulncy IIIIIIZIZZZZZIIIIZIIZI"    ~"  7*  02 

ClilcaifO'  A  Qfcat  Weitern I"Z  l.*37 

'Union  Paclflc— _         q*  72 

Southern   F^clie ZIZZZZZZI  4  9& 

Northern  Pacific: a  tyr 

'0reit  Northern , q  70 

'Olilago.  M'llwanhee  &  St  Ptiil ZZZZ-ZZZIZIZZZZZZZZI  4, 71 

A  number  of  other  figures  are  given  on  page  126,  Congressional 

Eecord.  Senate,  December  4,  1919. 

He  then  called  attention  to  the  fact  that  in  their  respective  terri- 
tories these  roads  were  ■comfjet.itive  and  must  carry  traffic  at  the  same 
rates;  that  the  railroads  could  not  live  without  giving  to  the  stronger 
of  them,  rates  which  would  yield  an  excess.! ve,  indefensible  income., 
.and  cited  the  Chicago  &  Great  Western  and  the  Erie  as  roads  which 
could  .not  live  upon  tlieir  income. 

In  the  course  of  debate  Senator  C'nmmins  admitted  tliat  perhaps 

the  investm.ent  accouni^-  were  not  accurate,  and  in  many  cases  higher 

than  .actual  value,  but  used  t.hem  as  a  basis  of  comparison,  because 

whatever  basis  was  used  tlie  same  disiiarity  as  to  return  would  apDear. 

,Hb  stated:  ' 

'■'■'The  underlying  ■i:)^iii*p(»se  of  tliis  bill  is  to  bring  about  a  reor- 
ganization of  our  I'aili'oads,  so  that  upon  a  given  body  of  rates 
■m  comBetitive  terriior}\  the  eai'nings  of  the"  several  systems  of 
railroaas  ■would  be  sutstaotially  the  same,  measuring  those  re- 
turns by  ■the  values  of  the  propeiiies  which  are  involved." 
He  .stated  that  there  were  from  ■75,000  to  100,000  miles  of  m.ain-line 
t^rack  .railroads  in  the  United  States  which  could  not  be  maintained 
upon  the  rates  which  wo^uld  maintain  the  more  than  160,000  remain- 
ing miles,  and  that  these  must  'be  m.ain.tained. 
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He  then  sa.id : 

"We  are  agreed  that  we  can  not  raise  the  rates  upon  the 
weaker  properties  so  that  they  will  be  self-sustaining,  because 
that  would  give  to  the  stronger  properties,  which  move  TO  per 
cent  of  the  business  of  the  United  States,  an  income  so  excessive 
that  it  would  not  be  tolerated  for  a  single  month.  Therefore 
that  solution  must  be  discarded.  We  can  not  give  to  the  stronger 
pro|)erties  the  rates  which  would  return  for  them  no  more  than 
a  fair  interest  upon  the  value  of  their  property  and  that  alone, 
because  that  means  death  to  the  weaker  properties  which  must 
compete  with  them  in  traffic,  and,  of  course,  upon  the  same  terms, 
so  far  as  rates  are  concerned.  So  we  must  inquire  further.  We 
must  find  some  other  way  in  which  we  can  maintain  the  general 
transportation  system  of  the  United  States  and  promote  the 
welfare  of  our  people.  We  must  find  some  other  way  in  which 
to  do  it.    How  can  we  accomplish  it  ? 

*'  You  may  inquire  as  you  will,  you  may  study  it  deeply  as  you 
may,  but  you  will  finally  reach  the  conclusion  that  it  can  only  be 
done  through  consolidation." 
He  then  discussed  the  plan  for  consolidation  into  one  system,  and 
some  of  its  advantages,  but  favored  the  plan  of  the  committee  for 
consolidation  into  several  systems  because  it  would  permit  competi- 
tion in  serjfc^ce. 

"Rivalry  and  competition  in  service  begin  with  a  desire  to 
please  people  who  ride  on  trains  or  ship  property;  means  atten- 
tion, courtesv,  concern  for  the  public  mind,  prompt  furnishing 
of  cars,  speedy  movement  of  cars,  effort  made  in  every  quarter  to 
do  the  work  at  hand  in  a  most  efficient  manner." 
The  plan  of  the  committee  was  one  of  consolidation  into  not  less 
than  20  nor  more  than  35  systems  in  order  to  accomplish- 
First,  the  possibility  of  imposing  a  given  body  of  rates  upon  the 
carriers,  with  the  outcome  that  each  of  the  systems  would  earn  sub- 
stantially the  same  net  return  as  compared  with  the  value  of  the 
property  employed  in  the  service;  and 

Second,  to  give  this  business  the  same  motive  for  efficiency  and 
excellence  which  we  observe  in  other  great  ventures. 

Then  followed  a  discussion  with  reference  to  the  recapture  features 
of  the  bill,  necessitated  because  the  consolidation  features  might  not 
be  carried  into  elect  for  10  or  12  vears,  and  in  the  meantime  it  would 
be  necessary  to  have  some  plan  of  equalization  to  care  for  the  weaker 
roads  without  giving  an  excessive  income  to  the  stronger  ones.  He 
exprmed  the  substance  of  it  in  this  way  (Congressional  Eecord, 
p.  137,  December  4, 1919) :  ^    v       b  » 

"  For  the  permanent  system,  you  will  remember,  I  have  pro- 

fosed  the  only  thing  that  can  be  done,  and  that  is  consolidation : 
ut  for  the  transitory  period,  what  we  have  done  is  to  sav  to 
these  larger  roads :  '  We  are  maldng  rates  which  are  too  higli  so 
far  as  von  are  concerned  if  you  alone  were  to  be  considered.  We 
will  allow  you  to  collect  these  rates,  but  in  so  far  as  they  exceed 
an  income  of  6  per  cent  upon  the  value  of  your  property,  you  an; 
a  trustee  for  the  public,  and  must  respond  to  your  trusteeship 
and  pay  over  the  excess  to  the  Government  of  the  United  States 
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for  such  disposition  as  it  may  see  fit  to  make  of  the  fund.'  It  is 
not  triie^ that  these  revenues,  simply  because  they  come  into  the 
hands  of  the  larger  railroad  companies  under  a  system  of  rates- 
which  have  been  established  by  the  commission,  are  the  absolute 

|)roBerty  of  these  companies." 
It  is;dear  from  the  committee  report  and  the  remnrks  of  Senator 
Cuniniins  in  support  of  the  bill  (and  this  is  borne  out  by  an  exami- 
nation of  the  hearings  held  before  the  committees  in  both  Houses 
of  Congress  prior  to  the  passage  of  the  transportation  act),  that  in 
the  minds  of  members  of  Congress  supporting  consolidation  leffisla- 
tion,  the  necessity  for  it  arose  from  the  following  facts :  ■ 

1.  That  if  transportation  was  to  be  carried  on  by  private  opera- 
tion, earners  mu,st  earn  such  a  return  as  to  encourage  investment  in 
transportation  enterprises. 

2.  That  transportation  facilities  for  the  country  must  be  main- 
tamed,  and  that  adequate  facilities  necessarily  included  carriers 
the  earnings  of  which  were  not  sufficient  to  enable  them  to  live.        ^ 

3.  J  liat  earners  in  a  given  competitive  territory  must  of  necessity 
cnarge  the  same  rates ;  and  '"^ 

(a)  Kates  which  would  produce  an  adequate  return  for  stronc 

roads  would  not  maintain  the  weak  ones,  while  ^ 

(b)  If  rates  m  the  territQ,ry  were^  raised  to  a  point  where  an  ade« 
quate  return  would  be  produced  for  the  weak  roads,  an  excessive- 
return  would  be  created  for  those  which  were  strong.  '^^^^^^^ 

The  remedy  proposed  was  a  union  of  strong  and  weak  roads  inta 
systems,  so  that.^  given  rates  would  produce  an  adequate  average  re- 
turn for  an  entire  OTstem;  and,  as  a  temporary  expedient,  pendinr 
the  completion  of  the  consolidation  planf  a  fixed  percentage  of  re- 
turn  wonld  be  prescribed,  and  carriers  earning  m  excess  of  that 

tTCttf  K^-.'^''*'"""'^  ^Z  turn  such  excess  over  to  the  Government, 

to  be  used  by  it  in  support,  of  the  weak  roads. 

abSr  ^IZ'iZ^  enactment  of  the  consolidation  provisions,  as 
abo\e  fet  forth  were  most  concisely  summarized  in  an  article  bT 

Sri,  Lw"'  ^^^'''''''^ '''  *«  "^^^^^  "^^  »^^«w  of  jui^ 

'^  The  piwram  for  railroad  consolidation  offered  a  simple  and 
sure  me^  equalimig  the  fortunes  of  the  strong  ^d^ 
weak.  Certain  strong  lines  and  certain  weak  lines  would  be 
combined  into  one  system.  The  higher  earning  power  of  the 
prosprous  roads  m  tlie  system  would  be  diluted  bv  the  inolnsinn 
of  tL  weaker  lines.    I'inancial  streng«i™g  TXTw 

te^^S^*^''^  ^  '"'''"  '?''"^""-  .  Tliere^^^r  there  would 

be  no  strong  roads  with  excessive  earnings,  and  no  weak  roada 

tn  ely  equal  in  valiie  anx^  earmng  power.    An  important  feature 
t^it:'::^^  '"  '^?1  r^^'  ^"i^  particXrly  the  wS 

oi  aosoiption  in  some  of  tlie  new  systems.    So  reasoned  Senator 
Cummins  and  those  of  his  school  of  thought."         ^^  oenator 
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ORIGINAL   INTENTION   AS  TO   MAINTENANCE    OF   COMPETITION 
AND  CLASSES  OP  ROADS  TO  BE  CONSOLIDATOD 

In  view  of  the  fact  that  the  transportation  act  specifically  exempts 
from  the  provisions  of  the  antitrust  laws  carriers  taking  part  in  con- 
solidations pursuant  to  the  provisions  of  the  act,  and  because  of  an 
apparent  widespread  belief  that  it  was  the  intention  of  Congress  to 
depart  entirely  from  the  policy  laid  down  in  the  Sherman  Act  and 
•Clayton  Act,  it  is  extremely  important  to  ascertain  the  views  of  the 
proponents  of  the  legislation,  and  as  well  of  the  interested  persons 
who  appeared  before  the  committees  of  Congress  and  supported 
consolidation  legislation. 

Report  of  Senate  Committee 

"The  superior  efficiency  of  several  systems  need  not  be  enumer- 
ated at  length,  but  there  is  one  consideration  to  which  attention 
should  be  called:  Competition,  not  in  rates  or  charges  but  in 
service,  will  do  more  to  strengthen  and  make  public  regulation 
successful  than  any  other  element  which  can  be  introduced  into 
the  business  of  transportation.  Honorable  rivalry  amont^  men 
18  the  most  powerful  stimulus  known  to  human  erfort.  For  this 
reason,  largely,  the  committee,  recognizing  the  necessity  for  con- 
solidatiouj  determined  in  favor  of  the  gradual  unification  of  the 
railways  into  not  less  than  20  nor  more  than  35  systems;  not 
regional  or  zone  systems  but  systems  that  will  preserve  substan- 
tially existing  channels  of  conamerce  and  full  competition  in 
service."  ^ 

The  remarks  of  Senator  Cummins  have  already  been  referred  to 
and  his  statements  conforming  to  the  report  of  the  committee  will  be 
found  at  various  points  in  his  speech  before  the  Senate. 

Speech  of  Senator  Kkixogg 

Senator  Kellogg,  a  member  of  the  committee,  spoke  at  length  in 
the  Senate  m  support  of  the  bill,  (Congressional  Record,  December 
^y  i»l»,  pp.  216  et  seq.)  Following  are  excerpts  from  his  discussion 
m  so  far  as  it  related  to  the  maintenance  of  competition : 

'  But  what  has  made  our  railroad  systems  great  and  developed 
the  vast  resources  of  this  country  ?  It  has  been  individual  enter- 
prise  and  competition.  Competition  in  every  walk  of  life  has 
been  the  mainspring  of  human  progress,  and  while  I  realize  per- 
fectly that  there  can  not  be  great  competition  in  rates  without 
aiscrimination,  and  that  rates  must  be  the  same  to  all,  yet  there  is 
great  competition  in  service,  in  enterprise,  in  operation,  in  in- 

IZ-''\^^J'''^'  ?  labor-saving  and  life-saving  improvements, 
and  in  betterment  of  service."  ' 

'  ^  ^  4*  4t 

rpi!'  '^^^F^^seems  to  be  some  misunderstanding  by  some  Senators 
lUis  bill  does  not  propose  to  create  regional  railroads  at  all.  It 
proposes  to  take  all  of  the  principal  lines  of  competitive  trans- 
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Cortation  and  maintain  them  as  they  are,  taking  in  a  vast  nnm- 
er  O'f  smaller  lines  wliich  may  be  said  to  constitute  ^feeders^. 
many  of  whieli  are  weak  limes,  such  as  the  Minneapolis  &  St. 
Louis,  the  Chicago^  &  Q^reat  Western,  and  many  others  through- 
out the  country  that  I  could  name.  The  committee  felt  as 
though  there  were  some  20  or  35  of  these  principal  competitive 
lines,  though  I  doubt  if  there  are  35.  But  this  consolidation 
should  not  be  permitted  to  the  extent  of  depriving  the  country 
generally  of  competition  in  the  service  and  not  permitting  the 
construction  of  lines  of  road  to  meet  the  growing  conditions  of 
the  country. 

m  »  »:  ♦  ♦  ♦  » 

"  Consolidation  should  only  be  permitted  along  the  lines  of" 
natural  competitive  transportation.  Let  me  illustrate  what  th©'' 
Ml!  proposes  to^  do.  Tato  the  district  west  of  the  Mississippi 
Eiver  or  west  of  Chicago,  running  from  Chicago  to  St.  Louis, 
down  the  Mississippi  River,  and  all  the  countrv  west  thereof. 
There  are  10  princmal  lines  of  railroad— the  Great  Northern, 
Northern  Pacific,  Burlington,  Union  Pacific,  Northwestern, 
Southern,  Pacific,  Santa  Fe,  the  Mi^ssouri.  Pacific — known  as  the 
Qoild  System— the  Chicago.  Milwaukee  &  St.  Paul,  and  the  Min- 
neapolis, St.  Paul  A  SauE  9te.  Marie. 

"1  think  that  takes  in  all  of  the  principal  lines  of  competitive 
tm:nsportation.  Thei'e  ai-e  many  other  small  roads,  some  of  them 
quite'  large  systems,  but  as  to  every  one  of  them,  all  of  the  terri- 
tory wliich  those,  systems  occupy  is  adequately  served  and  com- 
petition furnished 'by  the  larger  systems." 

"  It  must  be  remem'bered  that  there  is  a  limit  as  to  size  bevond 
which  you  can  not  have  efficient  m,aiuigjBiii«nt,  and  I  would  not. 
permit'this  limit  to  be  reached  or  the  principal  competitive  lines 
to  be  consolidated  beyond  it." 
In  discussing  the  attitude  of  the  railroads  as  to  enforced  consoli- 
dations the  following  colloquy  took  place  between  Senators  Kellogg 
.and  Cummins: 

Mr.  ,Keu/X)0.  *  *  *  I  was  of  the  impression  that  gener- 
aly  speaking,  railroad  executives  believed  that  the  companies 
shoiild  be  consolidated  into  the  present  principal  competitive 
lines.  They  are  very  much  opposed  to  consolidating  the  big 
lines  of  road  into  one  company. 

Mr.  CuMMims.  I  am  of  their  opinion  in  that  regard.  I  think 
the  consolidation  must  take  place  along  the  lines  already  estab- 
lished, and  the  bill  expressly  provides  for  that. 

Mr.  Kelmwo.  It  does. 

Mr.  Cummins.  For  instance,  if  we  were  consolidating  the- 
roads  between  New  York  and  Chicago,  no  one  would  suggest 
that  they  should  be  consolidated  into  less  than  five  systems. 
Those  we  have  had  before  us  have  always  indicated  that  that 
plan,  as  a  general  rule,  ought  to  be  followed;  that  will  give  com- 
petition to  every  community  that  has  it  now;  and  that  will 
recognize  the  great  trunk  lines  which  now  exist.  That  will  be 
true  of  the  West,  as  the  Senator  from  Minnesota  has  said,  just 
as  it  is  true  of  the  East. 
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Mr.  Kellogg.  I  did  not  wish  to  be  understood  as  objecting  to 
that  at  all.  In  fact,  I  think  the  consolidations  must  take  place 
along  those  lines  and  in  the  principal  companies  which  are  now 
competing  for  the  traffic  of  the  country,  because  the  countrv  has 
developed  with  the  construction  of  those  natural  competitive 
lines  of  transportation,  not  only  competitive  between  great  manu- 
facturing and  agricultural  and  procfucing  districts,  so  that  Chi- 
cago, St.  Louis,  San  Francisco,  Minneapolis,  St.  Paul,  and  New 
York  are  all  competing  throughout  the  United  States  for  the 
business  of  the  country.  These  natural  lines  of  competitive 
transportation  have  developed  with  the  country,  and  it  is  and 
must  be  the  object  of  the  bill  to  maintain  that  competitive 
transportation. 
Attached  to  Senator  Kellogg's  speech  is  an  appendix,  giving  full 

statistics  as  to  railroad  earnings  during  1917  and  1918  and  the  first 

nine  months  of  1919. 

Speech  of  Senator  Curtis 

Senator  Curtis  said  in  debate  on  December  6, 1919  (p.  248) : 

"  In  the  past  it  has  been  the  policy  of  the  Government  to  refuse 
to  permit  railroads  to  enter  into  combinations,  but  the  Senate 
bill  changes  this  policy,  and  instead  of  making  combinations 
"Jega^j  it  requires  the  railroads  to  consolidate  into  not  less  than 
20  or  more  than  35  separate  and  distinct  systems. 

"I  have  grave  doubts  about  the  provisions  of  the  pending  bill 
which  provide  for  the  consolidation  of  railroads.  I  fear  they 
will  prevent  competition.  The  legislation  enacted  should  guar- 
antee full  and  free  competition.  The  people  have  freely  voted 
bonds  to  assist  in  the  building  of  railroads  for  the  purpose  of 
having  competing  lines,  and  the  principle  of  competition  should 
be  maintained  so  that  natural  laws  of  trade  may  not  be  interfered 
with. 

"  I  do  not  believe  in  pooling  agreements,  because  such  agree- 
ments can  mean  but  one  thingj  and  that  is  the  suspension  of 
oonapetition.  There  is  no  denying  the  fact  that  just  as  far  as 
pooling  is  permitted,  just  that  far  competition  is  avoided.  The 
question  of  pooling  has  been  before  the  courts  a  number  of  times, 
and  It  has  met  with  universal  condemnation." 

Hearings  Prior  to  1920 

Extensive  hearings  were  held  by  the  Interstate  Commerce  Commit- 
tee of  the  Senate  and  the  Committee  on  Interstate  and  Foreiffn 
Commerce  of  the  House  during  1919,  at  which  the  entire  railway 
situation  was  fully  discussed  by  representatives  of  the  carriers,  of 
the  Interstate  Commerce  Commission,  of  employees,  and  by  other 
interested  persons.  The  testimony  given  before  both  committees 
was  in  the  main  by  the  same  persons  and  of  the  same  character. 
Reference  is  made  to  testimony  given  before  the  Interstate  Com- 
merce Committee  of  the  Senate  at  the  hearings  on  the  Extension 
of  Time  for  Eelinquishment  by  the  Government  of  Railroads  to 
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Corporate  OwnersMp  and  Control,  held  from  January  ^  fn  w^h^. 

^XZnof  .^\-.^«*'?-  fohofirJ'ZateTTh/.^attet™! 

piwerTation  of  competition  m  caae  of  consolidations. 

B^rtk^  ^*  '^™"'  ^""^^^  *^™*'  Association  of  Railway 

rf^BlTlT^''''^^^^^       ""!  ^  Association  of  Railway  Executiyes  as 
1*0  consolidations  was  as  follows  (p.  480) :  ^  ^^etuuves  as 

M«n«w«lT  !57'  '^''"^*^  ^  f'  modified  as  to  authoriw  upon 

pSISrSt^?'  '''""''^  "^  transportation  as  being  in  L 

of  IS  i^!^^''''?^if  ''*'''"^'"  engaged  in  interstate  commerce 
rili .  /  ^    r5'  f^"^^^'  ""I  securities  of  another  or  other  car- 
riers; or  consolidations  and  mergers  of  such  carriers." 
^pon  questioning  by  Senator  Kellogg,  Mr.  Thom  said  • 
^««?f  ^K  Kellooo  (p^  525)    Now,  a  few  other  questions,  and 
one  of  them  is  this :  You  advocate  Federal  incorporation  and 
permission  to  make  some  consolidations.    Would  vou  oermit  fill 
competing  systems  of  the  country  to  consolidate? 
Mr.  Thom.  I  would  not.    I  would  have  that  reirulated  in  a 

I^JI^^*  T?'  ^''l^^  ^  way  consistent  with  a  comprehen 

ai¥e  pulley ^y  public  authority.    ♦    *    ♦  i        « 

^n^ZnM  ZTT^  ^^'  ^^11-  P^'^'  ^^-  ^^^"^  ««  I  understand, 
rLl?it  n^t.tlo  away  with  the  competition  in  service,  at  least 
between  the  principal  competing  roads  of  the  country  f 

Mr.  rHOii.  No ;  our  proposal  is  to  retain  that. 

Senator  Kblwkw.  Now,  there  has  been  practically  no  com- 
petition  for  many  years  so  far  as  rates  are  concerned:  and 
*•"  «ff  »^*  ^  such  competition,  because  between  competing 
points  the  rai»s  on  aU  lines  must  be  the  same»  * 

Mr.  Thok.  Tes. 

Senator  Kbllooo.  But  is  there  not,  or  has  there  not  been  here- 
tofore under  private  ownership  a  great  degree  of  competition 
as  to  SOTvice  which  has  been  of  benefit  to  the  public? 

thT^^I^lnJl  ^^^ -i^^^gf^t  ~-    Of  course  in  a  time  when 
ttie  transportation  facilities  of  the  country  are  not  eoual  to  the 

business  and  everybody  has  as  much  as  they  want  and  more, 

you  do  not  find  the  stimulus  of  competition  to  the  same  extent- 

but  the  normal  condition  of  the  country  is  where  transporta^ 

tion  companies  have  to  seek  the  business,  and  the  method  thev 
have  of  seeking  it  is  to  try  to  give  the  best  service  ' 

Senator  Kellogg.  And  that  competition  extends*  down  to  the 

■Ku^  "  ^'^  ''^''^'  ""^''^  ^"^^  ^^"^  ^"^  ^""^^^«s  ^^ 

Mr.  Thom,.  Undoubtedly. 

&iiator  Keixoog.  Expediting  shipments! 

Mr.  Ihom.  les. 

Senator  Kfxlooo.  Furnishing  cars  promptly,  ffivinff  better 

trams  and  better  train  service,  both  passenger  and  Irei  Jt  f 
.Mr.  iHOM.  .And  even  to  the  question  of  manners 

.Senator'  .Ijsttooi.  Even  to  the  question  of  what! 

mr.  liioM.  Manners. 
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Senator  Cummins.  Very  important,  too. 

Senator  Kelloog.  That  might  be  applied  now,  sometimes, 
with  advantage.  But  all  that  competition  has  been  of  very 
great  benefit  to  the  public;  has  it  not! 

Mr.  Thom.  We  thmk  so. 

Senator  Kellogg.  Yes.  And  now,  to  keep  that  competition^ 
the  principal  lines  of  the  country,  like  the  New  York  Central 
and  the  Pennsylvania  and  the  Union  Pacific  and  the  Northern 
Pacific  and  the  Great  Northern  and  the  Southern  Pacific  must 
be  maintained  as  separate  competing  organizations! 

Mr.  Thom.  That  is  what  seems  to  us. 

Senator  Kellogg.  Your  idea  is  that  if  consolidations  were 
permitted  they  should  be  judged  in  each  case  with  the  view  of 
Keeping  the  main  lines  of  transportation  competing! 

Mr.  Thom.  Yes. 

Mr.  Thomas  D.   CuItler,  representing  Association  of  Railway 
Executives  (p.  320). 

Senator  Kellogg.  Do  you  not  believe  that  competition  as  to- 
service  between  the  great  competing  routes  of  this  country  is. 
a  valuable  thing  to  the  people  of  this  country? 

Mr.  Cutler.  Most  assuredly. 

Senator  Kjslloog.  And  should  be  maintained! 

Mr.  Cutler.  Absolutely. 

♦  •  *  »  *  m  * 

The  Chaikman.  If  the  Senator  will  excuse  me,  I  want  to  ask 
you  now  about  one  of  the  chief  things  that  occurs  to  me.  I  want 
3^ou  to  explain  to  me  how  there  is  to  be  any  incentive  for  compe- 
tition m  service  when  we  propose  to  eliminate  and  practically 
have  eliminated  competition  in  rates!  What  incentive  have  you 
for  competition  in  service,  other  than  a  philanthropic  feeling^ 
unless  you  get  paid  for  it ! 

Mr.  Cutler.  We  have  this  incentive:  That  the  road  that  gives 
the  best  competitive  service  will  get  the  business;  and  there- 
fore  each  road  is  anxious  to  do  its  very  best  in  order  to  attract 
that  business. 

Mr.  Julius  KRurrscHNiiT,  president  Southern  Pacific. 
Mr.  Julius  Kruttschnitt,  president  and  chairman  of  the  executive 
cmmittee  of  the  Southern  Pacific,  testifying  on  January  22,  1919 
after  stating  in  answer  to  a  question  of  Senator  Kelloirg  (p.  587)' 
that  with  a  situation  such  as  that  existing  between  Chicago  and 
Ht  Paul,  with  the  Chicago  Great  Western,  Milwaukee,  Burlington 
and  Northwestern  competing,  and  the  latter  three  earning  a  fair 
return  with  rates  which  would  not  produce  a  fair  return  for  the 
l^hicago  Great  Western  m  his  opinion  such  a  situation  could  be  met 
by  a  regulated  pool,  and  stating : 

"  Senator  Kellogg.  Do  you  think  the  competition  in  service 
between  the  hnes  of  railroad  in  this  country,  between  competitive 
pomts,  should  be  preserved  !  ^ 

Mr.  Kruttschnitt.  Unquestionably  we  do.  That  is  the  kev-^ 
note  or  keystone  of  our  plan."  ^ 


"20^ 
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After  A  farfber  discussion  ol  this  pooling  plan  (p.  596  et  seq.) , 
Mr.  Knittschnitt  slid  in  answer  to^  Senator  Cummms's  question 


_  jnator  Cummins.  I  do  not  mean  that  the  physical  facilities 

should  be  diminished,  but,  taking  the  one  instance  of  consolida- 
tion in  operation  between  Chicago  and  St.  Paul,  every  object 
that  you  suggest  could  be  accompGshed  through  a  pool,  could  be 
accomplished  by  a  common  ownership  of  the  four  roads. 

*'  Mr.  KiUTWOHN ITT.  One  very  important  thing— and  per- 
haps the  most  important— would  not  be  accomplished  by  the 
plan  you  suggest.  A  common  ownership  would  absolutely  elim- 
inate competition ;  there  would  be  no  object  whatsoever,  if  one 
road  owned  the  four  lines,  or  if  the  United  States  Government 
owned  the  four  lines,  to  give  any  improved  service  whatsoever. 
Without  wanting  to  criticize  in  a  hostile  manner,  I  think  the 
consolidation  of  train  service  during  Government  control,  which 
was  done  for  war  necessities,  has  deprived  the  public  of  a  great 
many  accommodations  which  were  highly  appreciated  and  which 
it  wants.  I  saw  this  morning  in  the  paper  that  the  Director 
General  in  an  address  says  that  the  passenger  men  must  get  to- 
gether and  arrange  to  give  the  public  back  these  accommodations 
again,  of  which  they  were  deprived  during  the  war. 

Under  Government  ownership,  or  common  ownership,  the 
incentive  to  compete  would  'be  lost.  In  answer  to  Senator 
Kellogg's  question,  I  stated,  taking  the  hypothetical  case  that 
he  put,  that  if  the  Great  Western  were  allotted  a  certain  per- 
centage of  this  traffic  between  Chicago  and  St.  Paul,  say,  on 
the  1st  of  January,  1919,  it  would  immediately,  looking  to  its 
future  welfare,  begin  to  plan  how  much  it  could  increase  its 
share  of  the  traffice  between  those  points,  because  the  Interstate 
Commerce  Commission's  allocation  of  the  earnings  would  nat- 
urally be  proportionate  to  the  traffic  that  each  road  could 
control,  and  it  would  begin  to  endeavor  to  increase  its  traffic, 
so  that  in  one  year  or  two  years  it  could  go  to  the  commission 
and  say,  "Your  award  of  our  percentage  of  the  total  traffic 
might  have  been  all  right  on  January  1,  1919,  but  on  January 
1, 1921,  it  is  all  wrong.  ^See  how  much  traffic  we  are  now  carry- 
ing," and  if  they  were  controlling  a  larger  proportion  of  the 
traffic,  the  coniniission  would  necessarily  have  to  change  their 
percentage  and  to  raise  it.  There  comes  in  the  spur  ofcoinpe- 
tition,  which  would  be  totally  absent  under  Government  owner- 
ship or  common  ownerehip. 

Mr.  Daniel  Willabd,  president  Baltimore  &  Ohio  (p.  1211) : 

"In  my  written  statement  I  have  suggested  that  Congress 
should  affirmatively  authorize  the  railroads  to  combine  their 
properties  and  operations,  subject  to  Government  approval,  as 
and  when  shown  to  be  in  the  public  interest.  Now,  that  idea,  if 
carried  out,  will  go  very  largeljr  toward  taldng  care  of  the  weak 
roads  referred  to  in  your  question,  Mr.  Chairman.  It  has  been 
suggested  by  some— in  fact,  all  seem  to  be  agreed— that  there 
are  now  too  many  railroad  companies;  that  it  would  be  better, 
in  the  public  interest,  if  there  were  fewer  companies;  and  it  has 


been  suggested  by  some  that  that  be  accomplished  by  dividing 
the  United  States  into  geographical  sections,  6  or  12,  as  the 
case  may  be.  I  am  opposed  to  that  plan.  It  seems  to  me  that 
plan  does  too  much  violence  to  existing  conditions.  I  think 
there  is  a  better  plan  that  would  accomplish  the  same  end,  and 
the  plan  I  have  in  mind  would  work  out  automatically  if  Con- 
gress should  authorize  the  railroads  to  combine,  subject  to  gov- 
ernmental regulation,  when  shown  to  be  in  the  public  interest. 

Senator  Kellogg.  You  mean  subject  to  governmental  ap- 
proval ? 

Mr.  WiLiARD.  Governmental  approval;  yes.  Now,  if  that 
plan  were  followed,  I  am  of  the  opinion  that  it  would  come 
about,  in  four  or  five  years,  that  instead  of  having  162  rail- 
roads, each  earning  more  than  $1,000,000  per  annum,  as  is  the 
<jase  now,  there  would  be  20  or  25,  or  perhaps  30,  companies 
in  the  whole  United  States,  preserving,  in  effect,  all  the  large 
companies  that  there  are  to-day.  That  would  not  destroy  any 
-competition,  generally  speaking,  that  exists  to-day.  It  would 
preserve  the  competition  in  service  that  we  have  to-day,  and 
the  groups  or  the^^gions  which  would  grow  out  of  that  policy 
would  be  along  the  Imes  of  existing  tramc  movement.  The  rail- 
roads have  been  built  either  to  move  existing  traffic  or  to  develop 
prospective  traffic,  and  it  would  not  do  any  violence  to  that  idea. 

"  Nowj  if  the  railroads  were  permitted  to  combine  in  that  way 
I  am  quite  certain  that  the  stronger  roads  would  be  willing,  in 
deference  to  or  in  harmony  with  such  an  established  public 
policy,  to  take  in  the  weaker  complementary  lines — not  the  com- 
petitive lines,  but  the  complementary  lines — on  terms  and  condi- 
tions that  would  be  approved  by  governmental  agency.  It  has 
been  asked.  Why  would  a  rich  road  want  to  acquire  a  road  that 
did  not  pay  I  It  is  very  simple.  If  the  rich  road  were  earning 
excess  profits,  as  it  might  be,  then  a  portion  of  those  surplus 
earnings,  under  the  plan  I  am  discussing,  would  be  accruing  to 
the  Government.  It  would  make  no  difference,  financially,  to  the 
larger  road  if  that  same  portion  of  excess  earnings  were  used  to 
carry  a  weaker  road,  if  a  weaker  road  were  acquired. 

"  It  has  also  been  asked.  Why  would  tlie  weaker  road  want  to 
sell  ?  Because  if  Congress  will  provide  a  definite  rule  for  rate 
making,  then  it  will  be  possible  for  every  railroad,  figuratively 
speaking,  to  sit  down  and  figure  out  about  how  much  it  is  worth, 
as  a  going  proposition,  with  the  established  basis  of  fixing  rates ; 
and  knowing  that  was  the  fixed  policy,  I  have  no  doubt  that  the 
so-called  weaker  roads  would  be  glad  to  be  combined  with  the 
stronger  roads  on  conditions  that  would  be  approved  by  the 
Government.  Now,  if  such  a  policy  resulted  in  eliminating,  say, 
100  or  125  of  the  weaker  companies,  that  of  itself,  together  with 
the  use  of  the  surplus  earnings,  I  think,  would  go  a  long  way, 
Mr.  Chairman,  toward  answering  your  question." 

(The  question  of  the  chairman  was,  I  would  like  to  ask  you 
in  reference  to  this  plan  what  suggestion  you  have  to  make  for 
taldng  care  of  those  roads  within  a  given  territory  which  are  not 
•earning  sufficient  to  take  care  of  their  stocks  and  Bonds?) 
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Mr.  HowAi©  Elliot,  president  Northern  Pacific  Railway  Co. 
(p.  12561: 

**  Th©  present  great  systems  of  railroads  have  been  built  up  in 
the  last  40,  50,  even  70  years,  and  they  have  developed  along  cer- 
tain lines  and  are  now  a  part  of  the  industrial  and  financial 
structure  of  the  Nation.  They  are  coordinated  to  themselves,  to 
the  communities  they  serve,  to  their  connections  and  competitors 
as  to  tracks,  terminals,  equipment,  and  other  physical  facilities, 
and  their  financial  structure  is  very  complicated;  and  they 
should  be  allowed  to  preserve  their  identity  and  integrity  physi- 
cally and  financially 

"Small,  unsucceesful,  and  so-called  weak  lines  that  are 
dependent  upn  their  connections  with  the  great  trunk  lines 
must  gradually  be  absorbed  and  become  a  part  of  some  of  the 
larger  systems,  just  as  has  been  done  in  the  past. 

'TRegnlated  competition,  especially  as  to  service,  should  be 
continued  between  the  great  systems.  Without  reasonable  com- 
petition, development,  and  the  introduction  of  the  most  improved 
«nd  advanced  methods  for  giving  service  to  the  public  will  be 
checked.  Without  attempting  to  say  at  this  time  how  many 
great  systems  will  .serve  tne  country  best,  a  few  examples  may 
'be  given. 

"  It  will  be  lietter  for  the  general  growth  of  the  territory 
between  Chicago  and  the  xltlantic  seaboard  if  the  New  York 
Cwtral  is  maintained  in  its  entirety,  the  Pennsylvania  system, 
and  the  Baltimore  &  Ohio;  in  the  West,  the  Burlington  sys- 
tem, the  Union  Pacific,  and  North  Western;  in  the  Northwest 
the  Northern  Pacific  and  Great  Northern;  in  the  South,  the 
Southern  Railroad,  the  Atlantic  Coast  Line,  etc. ;  in  the  South- 
west and  Pacific  const,  the  Santa  Fe  and  Southern  Pacific  and 
other  examples  could  be  given.  The  continuation  of  these  great 
systems  will  develop  a  greater  spirit  of  effort  on  the  part  of 
officers  and  employees  than  if  all  competition  were  eliminated, 
and  this  spirit  means  much  for  the  future  development  of  the 
railroads:  and  greater  satisfaction  to  the  public." 

Mr.  S.  H.  Cowan,  representing  the  American  National  Live  Stock 
Asiociation,  and  National  Live  Stock  Shippers'  League  (p.  1299) : 
"All  that  seems  necessary  to  say  about  this  subject  is  that  only 
such  combination  of  railroads  should  be  permitted  as  will  not 
unduly  stifle  competition  to  get  the  business.  The  best  assurance 
the  public  has  for  reasonable  service  is  the  desire  of  the  railroad 
to  get  the  business.  Destroy  that  and  public  service  of  an 
efficient  sort  is  gone  and  the  shipper  helpless.  Remember  that 
the  service  rendered  the  individual  sliipper  consists  in  doing  so 
many  things  that  it  can  not  be  looked  after  in  detail  except  by 
the  persons  doing  the  work.  Responsibility  for  failure  is  diffi- 
cult often  to  locate.  If,  therefore,  the  service  is  to  be  performed 
by  employees  of  a  company  consolidated  with  its  competitors,  so 
that  each  employee  would  just  as  soon  see  the  traffic  go  to  the 
other  road,  indeed  often  prefer  that  it  would  to  avoid  work,  we 
would  have  bad  service.  When  a  railroad  ceases  to  promote' 
enterprise  on  its  line,  as  it  would  where  securing  the  traffic  was 
of  no  direct  benefit,  the  wheels  of  progress  are  slow. 


"The  economies  by  consolidation  do  not  amount  to  much. 
Wages,  cost  of  supplies,  and  material,  fuel,  construction,  depre- 
ciation, interest,  taxes,  loss  and  damage,  etc. ;  in  fact,  nearly  all 
operating  expenses  except  a  part  of  general  supervision  and 
general  expense  would  not  be  reduced  by  consolidation. 

"  If  you  get  under  the  hide  in  this  propaganda  about  wasteful 
competition,  you  will  find  the  bankers  controlling  the  railroads 
started  it,  and  it  was  taken  up  by  a  lot  of  officials  and  others 
who  commend  themselves  to  the  public  by  putting  forth,  as  their 
very  own,  these  words  of  wisdom  about  wasteful  competition 
being  eliminated,  etc.,  and  prove  their  sagacity  by  referring  to 
what  some  great  economist  among  captains  of  industry  has  said. 
So  it  is  with  editors. 

"  It  is  simply  a  new  tack  to  get  rid  of  the  antitrust  laws  that 
the  same  people  have  been  endeavoring  to  do  in  various  ways 
for  years. 

"  Evolution  and  revolution  take  no  backward  steps.  At  this 
time  when  prices  and  profits  are  so  outrageous  as  to  be  often 
criminal,  the  repeal  or  modification  of  laws  intended  to  pro- 
mote competition,  thereby  enabling  these  big  institutions  to 
combine  to  increase  cost  and  lessen  what  you  get  for  what  you 
pay  but  paves  the  way  and  invites  socialism.  Those  who  advo- 
cate doing  the  one  unwittingly  open  the  door  to  invite  the  other. 

"Consolidation  of  railroads  into  systems  to  better  public 
service  and  the  upbuilding  of  the  transportation  system  in  a 
given  territory,  so  the  strong  can  care  for  the  weak,  so  to  speak, 
and  that  so  balances  the  business  and  income  that,  although 
there  is  a  falling  off  in  traffic  or  calamity  in  one  locality  where 
the  system  lines  operate,  there  is  compensation  by  prosperous 
conditions  on  other  parts  of  the  system,  thus  enabling  the  sys- 
tem to  keep  up  the  public  service  and  prosper  where  shorter 
parts  or  branches  if  independent  could  not  do  so.  If  this  sort 
of  consolidation  does  to  some  extent  limit  competition,  it  is 
overbalanced  by  the  general  benefits.  Such  consolidations 
should  be  encouraged. 

"We  must  remember  there  is  no  competition  in  rates  and 
can  not  be — ^it  is  the  service  performed — the  invitation  of  com- 
petitors to  get  business  for  the  rates  that  we  must  retain  and 
stimulate." 
Those  presenting  contrary  views  on  the  subject  of  maintaining 
competition  were  in  general  witnesses  who   favored  Grovernment 
operation  of  the  carriers,  or  one  unified  system,  neither  of  wliich 
policies  was  carried  out  in  the  transportation  act. 

Conclusion 

From  an  examination  of  the  record  in  Congress  and  from  reading 
of  the  testimony  given  in  the  hearings,  it  is  safe  to  draw  the  conclu- 
sion that,  however  broad  the  language  of  the  act  removing  the 
restrictions  of  the  antitrust  laws  may  be,  it  was  not  the  purpose  of 
Congress  to  radically  change  the  policy  of  the  Government;  that 
there  was  no  intention  to  encourage  the  consolidation  of  the  larger 
systems ;  that  the  idea  of  consolidation  was  to  gather  in  the  weaker 
lines  which  were  not  self-sustaining,  and  that  the  prohibitions  im- 
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poflod  %  the  tntitriist  laws  were  removed  from  approved  eonsolida 
tions  because  tlie  absorption  of  weak  or  short  lines  might  in  some  in- 
stances involve  violations  of  those  laws,  but  that  all  the  provisions  as- 
to  consolidations,  unifications,  acquisitions  of  control  or  mergers  were 

adopted  with  the  understanding  on  the  part  of  all  concerned  that 
competition  in  transportation  service  would  be  maintained  by  the 

ppcsenntion  of  the  principal  lines  of  the  country  as  separate  com- 
peting organizatio'iis. 

♦  ■•♦♦♦•♦ 

It  has  seemed  necessary  to  set  out  so  much  in  detail  the  views 
expressed  at  and  about  the  time  of  the  passage  of  the  transportation 
act,  because,  while  a  number  of  amendatory  bills  have  been  intro- 
duced and  hearings  have  been  held  at  practically  every  session  of 
Congress  since  1924,  arguments  have  been  made  in  hearings  pro 
and  con  on  almost  every  feature  of  consolidation,  the  matter  his 
been  referred  to  in  messages  of  the  Presidents,  members  of  the  Inter- 
state^ Commerce  Commission  have  expressed  their  views,  and  some 
committee  reports  have  been  made  in  connection  with  the  proposed 
legislation,  none  of  the  amendatory  legislation  has  been  voted  on  ia 
Congress  and  Congress  has  voiced  no  expression  of  policy  since  1920. 

It  is  important  to  keep  this  in  mind,  in  order  that  the  opinions  of 
individuals  or  organizations  may  not  be  confused  with  legislative 
expression. 

ACTION  BY  CONGIESS  AND  INTERSTATE  COMMERCE  COMMISSION 

SINCE  TRANSPORTATION  ACT 

B:iPIiHY  FLAN  OF  CONSOUDATIONS  AND  PLANS  OF  COMMISSION 

As  previously  noted,  following  the  passage  of  the  transportation 
act.  the  Interstate  Commerce  Commission  ordered  an  investigation 
of  the  subject  of  railroad  consolidations,  and  engaged  Prof.  William 
Z.  Ripley  of  Harvard  University  to  prepare  and  present  a  tentative 
plan  of  consolidations.  He  was  engaged  in  this  work  about  a  year» 
and  then  presented,  in  1921,  a  plan  proposing  21  systems.  The  Ripley 
report  appears  in  63  Interstate  Commerce  Commission  Reports,  com- 
mencing at  pa,ge  465. 

This  report  is  comprehensive  and  too  lengthy  to  set  forth  here,  but 
inasmuch  as  it  furnished  the  guide  for  the  commission  in  its  tentative 

Slan,  it  may  be  well  to  set  forth  some  of  the  conclusions  of  Professor 
ipley  which  guided  him  in  his  work. 

He'  sets  out  in  substance  what  has  heretofore  been  stated  as  to  the  ^^ 
need  for  the  legislation  and  the  method  devised  for  the  purpose  of 
preserving  the  transportation  system  of  the  United  States  by  an 
equalization  of  earning  power,  or,  as  he  puts  it,  "  to  reduce  carrier 
corporations  to  a  coramon  denominator  of  earning  power  in  terms  of 
valuation."  He  also  assumes  that  in  any  plan  of  consolidation  there 
should  be  consonance  between  mergers  to  be  effected  and  the  public 
welfare,  rather  than  mere  immediate  profit  to  those  concerned. 

EEQUIKEMENTS  OF  STATUTE 

He  states  the  three  requirements  to  be  observed,  under  the  statute : 

1.  Preservation  of  competition  in  service. 

2.  Nondisturbancc  of  existing  routes  and  channels  of  commerce. 
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8.  Financial  aspects  of  mergers  to  be  effected. 
He  then  continues : 

"  Without  having  regard  to  the  fundamental  principle  in- 
volved, both  in  consolidation  and  the  new  statutory  rule  of  rate 
making  (by  groups),  it  might  appear  that  these  several  require- 
ments were  stated  in  the  order  of  their  importance;  in  other 
words,  that  the  element  of  financial  strength  was  less  significant 
than  the  preservation  of  competition  and  of  the  existing  traffic 
routes.    But  having  due  regard  to  the  matter  in  its  larger  prac- 
tical aspects,  it  IS  evident  that  any  plan  adopted  will  not  only  be 
a  mere  paper  plan,  ineffectual  and  futile,  but  that  it  will  fail  to 
conform  to  the  spirit  of  the  act,  unless  the  financial  require- 
ments be  given  equal  weight  with  those  of  operation  and  traffic. 
I  or  the  plan  will  never  be  put  into  effect  unless  a  financial  motive 
for  consohdation  be  afforded;  and  unless  it  is  put  into  effect,  a 
positive  bar  to  the  attainment  of  uniform  reasonable  rates,  under 
which  all  the  carriers  alike  may  thrive,  will  continue  to  exist,  if 
the  underlying  principle  of  the  legislation  is  in  reality  sound." 
We  here  find  the  first  suggestion,  repeated  many  times  during  the 
followng  mne  years,  that  the  matter  of  preservation  of  competition. 
If  It  must  not  give  way  to  other  elements  in  consolidations,  shall  at 
least  be  given  no  greater  weight  than,  for  instance,  the  financial 
requirements,  as  suggested  by  Professor  Ripley. 

APPROACH  TO  PROBLEM 

Assuming  the  three  requirements  above  noted  to  be  of  equal  impor- 
tance, he  notes  that  there  are  two  methods  of  approachino^  the 
problem:  ^^  *= 

1.  To  ascertain  the  relative  financial  standing  of  the  corporations, 
and  thereafter  check  up  the  alliances  thus  indicated,  by  applying  the 
test  of  operating  efficiency  and  satisfaction  of  the  traffic  needfs  of  the 
territories  concerned. 

.  ^*  '^^  first  seek  the  natural  alignment  of  the  properties  as  operat- 
ing  and  tra^  units,  before  inquiry  as  to  whether  such  alignment 
contains  an  effective  invitation  to  merger,  based  upon  considerations 
of  earmng  power  and  financial  stability. 

In  the  preparation  of  his  plan  he  adopts  the  latter  method, 
inw J.^f  ^'''*^?V^  comparisons  of  return  he  takes  the  property 
investment  as  of  December  31,  1917,  and  the  average  net  earningi 
for  the  3-year  penod  preceding,  but  warns  that  statistics  of  palt 

m'wTt^iTrf  T^^  ^^  ^^'''^^'  ^""^  *^^^  *^"^y  ^^*^^1  operation'can 
give  a  true  test  of  any  plan. 

METHOD  OF  GROUPING 

Of ^S^'?^n^^  question  as  to  whether  the  statute  calls  for  systems 
f  "Hbs^^^^^^l^y  ?^^^1  mileage  or  enjoying  the  same  volume  of  gross 
earnings  or  net  income,  or  whether  it  shall  be  assumed  that  sife  is 
crJf^^u'^  importance,  he  decides  that  it  is  more  important  to 

moil^^n^T^^^^^  ^  ^  "^^^"^«  ^^'"'^^  f^*^*^  as  large  a 

proportion  as  possible  of  the  area  of  the  several  great  subdivisions 
^  the  country,  rather  than  to  attempt  to  put  thtse  properties  t^ 
gether  m  such  an  exact  way  that  they  shall  all  have  approximately 
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equal  mileage,  or  mud,,  gmm  or  net  earnings  within  each  group.  He 
mjBi  *'N©itlier  miieam  nor  volume  of  business  is  the  real  test  of 
mMity.  to  eirist  under  lie  statute." 

,As.  to  the  size  of  mergers.,  whether  they  shaU  he  continental  m 
'XUIM  or  conforming  to  territorial  divisiO'Us  of  the  country,  he  states 
hishelief  that  in  view  of  the  importance  of  maintaining  correspond- 
igQce  between  the  scope  of  the  proposed  railway  systems  and  the 
tong-standing  rate-making  areas  and  statistical  divisions  which  have 
'Cominepided  Siemselves  on  the  basis  of  long  experience,  the  country 
ahould  h©  divided  for  the  purposes  of  consolidation  primarily  into 
the  subdivisions  of  trunk-line  territory,  southeastern,  territory,  and 
wiitern  territory,  with  subdistricts,  such  as  New  England  and 
Cliiaiipeake  Bay  or  Hampton  Eoads  territory  and  a  sector  between 
St.  Louis-Kansas  City  and  the  Gulf,  set  off  by  themselves. 

He  .also  calls  attention  to  the  fact  that  the  purpose  of  the  law 
being  to  &x  reasonable  rates,  not  for  individual  railroads  but  for 
entire  group,  it  is  essential  that  the  grouping  adopted  for  this  pur- 
pose conform  to  that  adopted  in  elfectmg  the  consolidations,  in 
order  to  avoid  confusion  in  the  administration  of  the  law. 

W,Bi«C  KOAD  .PKOBLEM. 

With  reference^  to  the  weak-road  problem  he  'States  that  the  dis- 
tinction between  weak  and  strong  roads  is  at  present  highly  uncer- 
tain, and  that  it  will  'reqmre  a  period  of  experience  under  the  new 
rates  and  new  divisions  of  rates,  as  well  as  under  the  slowly  read- 
justed commercial  and  industrial  conditio:ns  after  the  war,  in  order 
to  estabKsh  the  relative  earning  power  and  credit  of  each.  In  this 
connection  he  says : 

"A  period  of  trial  is  often  necessary,  both  to  reveal  elements 
of  .strength  and  of  weakness.    Substwitial  equilibrium  seems 
unlikely  to  be  attained  for  a  considerable  period  of  time.    Yet 
in  the  meanwhile,  tentative  plans  must  be  set-up,  in  preparation 
for  the  application  of  the  final  test  of  relative  financial  strength 
as  soon  as  the  available  data  m.ake  this  possible." 
He  calls  attention  to  the  fact  that  it  is  necessary  in  a  plan  to 
aometimes  put  together  a  number  of  weak  roads,  because  there  are 
no  strong  roads  in  the  territory  under  consideration  with  which  they 
may  be  consohdated,  but  concludes  that  "  necessarily  the  first  step 
must  be  to  provide  for  proper  grouping  in  order  to  promote  the 
best  operating  and  traffic  results.    The  responsibility  for  the  subse- 
quent financial  success  of  the  undertakings  must  then  rest  upon  the 
exercise  of  the  new  rate  making  power  conferred  upon  the  Interstate 
Coimnerce  Commission  by  this'  act." 

He  notes  another  difficulty  in  effecting  combinations  of  weak  ond 
strong  ro.ads.,,^  arising^  from  the  fact  that  weak  roa.ds  have  had  a 
tendency  to  link  up  in  series  and  form  through  routes  extending 
sometimes  clear  across  the  country;  taking,  for  instance,  the  Lake 
Erie  &  Western  from  the  east,  the  Minneapolis  &  St.  Louis  from  the 
north.,  and  the  Chicago,  Peoria  &  St.  Louis  from  the  south,  meeting 
at  .Peoria,  and  these  roads  together  with  the  Wabash,  the  Chicago 
Great  Western,  the  Clover  Leaf,  and  the  Nickel  Plate  tendinar  to 
exchange  more  freely  with  one  another  than  with  the  strong  lines. 
Under  the  mandate  of  the  statute  to  maintain  existing  routes  and 
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channels  of  trade,  he  finds  it  necessary  to  consolidate  a  number  of 

equally  substandard  roads,  and  says ; 

"Conformity  with  the  other  mandate  of  the  statute  by  seek- 
ing to  ally  strong  and  weak  properties  to  a  like  degree,  thus 
threatens  to  overset  the  traffic  relationships  which  have  become 
customarily  established  by  the  very  force  of  circumstances. 
It  is  because  of  tlie  clash  between  these  at  times  discordant 
requirements  that  the  emergent  result  is  so  often  a  piebald 
compromise." 

CAPITALIZATION,  TEMMINALS,  TENTATIVE  PLAN 

He  also  assumes  that  for  a  number  of  roads  a  substantial  read- 
justment of  capitalization  must  occur  as  a  prerequisite  for  consoli- 
dation, because  of  the  requirement  of  paragraph  6b  of  section  5 
providing  that  the  securities  of  the  corporation  taking  over  the  con- 
solidated properties  shall  not  exceed  the  value  of  the  consolidated 
properties. 

He  finally  assumes  as  vital  to  the  success  of  the  plan  that  proper 
provision  can  be  made  for  the  operation  of  terminals  at  great  cen- 
ters, but  makes  no  recommendations  as  to  terminals  in  his  tentative 
plan. 

With  these  general  observations  he  proceeds  with  his  plan.  While 
his  plan  was  only  tentative  and  was  not  followed  in  its  entirety  by 
the  commission  in  its  tentative  plan,  it  seems  advisable  to  set  fortli 
the  foregoing  observations  as  throwing  light  upon  the  feasibilitv 
of  adopting  a  general  comprehensive  plan  of  consolidation,  anci 
as  affording  some  basis  for  consideration  of  the  question  as  tc» 
whether  such  a  plan  will  effect  the  purposes  intended  by  Cono^ress. 

It  will  be  particularly  noted  that  this  tentative  plan  Und  this  is 
true  of  the  plan  prepared  by  the  commission  following  the  filing  of 
his  report)  makes  no  provision  for  the  large  majority  of  short  lines, 
their  disposition  being  left  to  later  adjustment  and  assignment. 

(See  further  under  head  "Proposed  Consolidations— New  four- 
system  plan,"  p.  180,  infra) . 

PLANS  OF  COMMISSION 

The  tentative  plan  of  the  commission,  adopted  August  3, 1921,  and 
providing  for  19  systems,  appears  in  63  Interstate  Commerce  Com- 
mission Reports,  commencing  at  page  455. 

Hearings  on  the  tentative  plan  of  the  commission  were  besun 
in  1922  and  continued  until  1925.  ^ 

On  December  9,  1929,  the  commission  published  its  comprehensive 
l^lan  of  consolidation,  providing  for  21  systems.    ( 159  I.  C.  C.  522  ) 

A  discussion  of  this  plan  and  of  the  views  of  the  several  members 
m  the  commission  will  follow  at  a  later  point. 

CLAIMED  DEFECTS  IN  TRANSPORTATION  ACT 

It  will  be  kept  in  mind  that  the  transportation  act  of  1920  made 
no  provision  for  consolidations  until  the  promulgation  of  the  final 
plan  of  the  commission,  it  being  assumed  apparently  that  until  tlie 
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publicotioii  (.f  Kuch,  plan  tlie  eoiniiii>.sioii  could  not  deterinine 
■whether  any  given  proposed  consolidation  would  coiifonn  to  the 
g«eral  scheme  which  woidd  finally  be:  adopted. 

In  Its  amiiial  report  for  1921,  th,e  coninvission  recoinnien<!ed  that 
paragraphs  4  to  8  of  section  5  of  th,e  act  be  amended  or  supple- 
mented so  as  clearly  to  pro\-i(le  wliether,  and  if  so  how,  voluntary 
consolidations  of  carriers  mi^rht  be  effected  pending  ultimate  adop- 
tion by  the  commission  of  a.  complete  plan  of  consolidation 
^Annual  Report  I.  C.  C,  1921,  p.  58.)  This  request  was  repeated 
in  substance  in  the  reports  for  1922,  1923,  and  1924. 

From  time  to  t^ime  witnesses  a[)peariiig  before  the  connnittees  of 

^ 'Ong'Wf  have  pointed  out  wliat  t!ie\-  claimed  to  be  defects  in  the 

consolidation  provisions  of  the  transportation  act.  As  throwing 
light  «j3on  the  several  bills  to  which  reference  will  be  made,  these 
suggestions  as  to  defects  are  now  set  out. 

(See  footnotes  for  references.) 

1.  Transportation  act  directs  Interstate  Commerce  Commission  to 
prepare  comprehensive  plan  for  raih-oad  consolidation,  but  thus  far 
commission  has  found  it  impracticable  to  prepare,  such  a  plan  ^ 
(,.,t)mniissioii  doul>ts  utility  or  wisdom  of  formulation  of  conii>lete 
plan.^  '■»     Railroads  believe  im practicable. »'*» 

2.  As  interpreted  by  tl'ie  commission,  law  does  not  confer  upon  it 
autJionty  to  a|)|)rove  consolidations  prior  to  completion  and  publi- 
cation of  final  plan.«  Distinction  between  acquisitions  of  control 
which  involve  and  those  wliicli  do  not  involve  consolidations  into 
different  systems  only  encou,ra,ge  and  promote  forms  of  unification 
whicli  ai-e  often  less  simple  and  desirable  than  technical  consolida- 
tions but  accomplish  the  same  practical  purpose.^  *  At  present  time 
have  acquisition  of  control  under  paragraph  2,  section  5,  without 
responsibility  for  operation.  One  carrier  may  purchase  stock,  or 
majoritv  of  stock,  of  aiiotlier  and  in  fact  have  control,  but  no 
responsibility  for  that  control."  Under  paraginph  2  of  Action  5 
strong  line  is  permitted  to  procure  control  of  other  strong  lines 
without  any  obligation  to  take  the  weak  or  consider  how  such 
mergers  will  affect  the  weak.'' 

•i  Commission  slionld  be  autJiorized  to  adopt  alternative  plans,' 

4.  Law  apparently  requires  that  groupings  are  to  be  made  by 
the  .sole  method  of  an  actual  merging  of  tlie  different  proijerties  into 
single  property  under  single  corporate  ownersliip,  whereas  in  some 
cases  desired  results  could  be  nioie  easilv  attained  by  usinc  such 
devices  as  leases,  stock  control,  etc.-'*  *  "  " 

5.  Law  requires  that  every"  rail i-oad  should  be  included  in  some 
consolidated  systen.i,  whereas  hearings  have  made  it  clear  that  in 

s/«9"V^4<r**'  ""^  *^'*""°'«''"  «*  the  Cltea  States,  datc-d  Dpc.  30,  1026,  Hearings, 
B,*4oTi^:'^^^^^^^  Interstate  Commerce  Commission.  Hearlngg.  S,  187o! 

J  ]f&/r  ^iffi^^^^^  ^-  2224.  p.  33  et  seq..  May  21.  1924. 

I>ec.  iSim        *  ^"*'"*^*«  to<nnie«t.  Commissioner.  Hearings,  H.  R.  5641.  p.  4  kem'f 

H^ln^.  T^h  "IfTn''  1^' nr7'*  committee.  National  Industrial  Traffic  League. 
H.Tl:i?i2*^;*^^''!Sne?MP6'  ^'^'^'^''  »'"'«  ^^''^  K*""-****!  AssoclaUon.  Hearings, 
2224^  p,'l  i^Be!,l!";o***r'Jl>r^  Association  of  Bailway  E^cutivea.  Hearings,   S. 

"'Anaoal  Beport  Interstat*, Commerce  Commission.  1925,  p.,  72. 
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some  cases,  more  especially  with  i-eference  to  tei'ininal  proi'iertics, 
joint  ownership  or  control  will  better  serve  the  public  interest.*  ^ 

G.  The  commission  has  no  express  antliority  to  ilisapprove  any 
proposed  coiisolidaticm  on  the  ground  that  it  does  not  include  a  jjar- 
ticular  carrier  which  ought  to  be  incluiled,  in  the  iiiiblic 
interest.^  **  * 

^  7.  Question  whether  consolidations  or  unifications  can  he  accomp- 
lished under  State  laws  without  api>roval  of  commission  wlieii  not 
contrary  to  Federal  antitrust  or  other  laws.  Commission  belie\es 
there  should  be  definite  provision  making  it  unlawful  to  consolidate 
or  unify  rjiilroad  j)ro})erties  in  anv  way  except  upon  specific 
approval  and  autliorization  by  order  of  the  commission.-  ^» 

8.  Act  should  cover  all  kinds  of  unification,  whetlier  direct  or 
indirect,  as  by  holding  companies.^  " 

1).  There  is  no  adequate  pro\rision  for  Federal  machinery  needed 
to  effect  a  consolidation  api)rrn'ed  hy  the  commission/  "  * 

10.  The  transportation  act  makes  no  adequate  provision  for 
adjusting  the  claims  of  dissenting  minority  stockholders.' 

11.  The  act  limits  tlie  capitalization  of  anv  consolidated  company 
to  the  aggregate  value  of  the  properties  consolidated,  as  determined 
bv  governmental  authority,  but  this  value  lias  not  vet  been  deter- 
mined for  many  of  the  railroads  of  the  countrv.  Such  i)rovision 
must  result  in  delay  of  consolidations.*  ^  ^'  '^ 

J2.  The  Federal  and  State  taxes  now  levied  on  the  processes  of 
consolidation  constitute  an  obstacle  to  railroad  consolidation.^ 

PROPOSED  AilENDATORY  LEGISLATION.   1024-1929 

Bills  have  been  introduced  in  both  Houses  of  Congress  at  practi- 
cally every  seasion  since  the  firet  session  of  the  Sixty-ei*dith  Con- 
gress (1923"24)  for  the  purpose  of  remedying  these  chiimed  defects, 
the  authors  proceeding  at  all  times  upon  the  assuinption  that  con- 
solidation was  an  established  policy.  Hearings  have  been  lield  bv 
the  Interstate  Commerce  C^jmmittee  of  the  Senate  and  the  Coni- 
niittee  on  Interstate  and  Foreign  Commerce  of  the  House.  At  each 
ot  these  hearings  practically  the  same  witnesses  or  witnesses  repre- 
senting the  same  organizations  have  appeared. 

Following  is  a  list  of  bills  introcluced,  authors,  hearin^rs  lield 
witnesses  appearing  at  each  hearing,  and  disposition  of  bills     The 
views  advanced  upon  these  hearings  will  be  set  mit  later  under  appro- 
priate headings.  ^^ 


S.  489^*0.^4?°*'*^'  **^  ^«"*"^«"«  o'  the  United   Statea.  dated  Dec.   30,   1926,   Hearing*, 
p.  4oTt  8^q^-.T^*T2^"'92o"*'™"'  Interstate  Commerce  Commission.  Hearings,  S.  1870; 
J  fw,"!!,  ^;.  Hl^^?"l'  investment  banker.  Hearings,  S.  2224.  p    sn  et  sea     Mav  *>1    iqsa 
r^'c"ir;927.^^^"'  ^""'^'^'^'^  Commerce  CommlsficJner,  H.arlSga^  H"Vl64n.  4  et^^t 

P.  '^S?May^2l"^m4*'^^^^^^^        ''*'""'*'''   ^"''"^   °^   ^'^*^   ^'^'"^  Authority.    Hearing-..    .<;.   2224. 
H.'^2t  t'us!^jat^^^  American   Short   Line   Railroad   Association.    IleariniB. 

lhn''u'ltp^%^'Ma^^^^^  "^  directors.    Union   Pacific    U.    R.   Co..    HearinK.. 

1-24    p'oe  et  sTi'!™an**'r'?!J2r'"'*'''   '^«*'***^*« "*»"   "^  ^^^^w^^"    Ex,'cutl^ es.    Ile.aiuKS.    ^ 
"  Annual  Report  Interstate'Comm.Tce  Commission.  1925,  p.  72. 
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Sijmr-EioHTH  Cokomess: 
iSenate — 

Jtnuary  24,  1924,  S.  2224.  Senator  Cummins. 

Hearings  May  21,  1924  (first  sess.),  and  January  7,  8,  9,  10, 
IS,  1925  (second  sess.). 

Not  reported. 

Witnesses:  Hon.  Herbert  Hoover,  Secretary  of  Commerce; 
John  E.  Oldham,  investment  banker;  Wilbur  LaEoe,  jr., 
associate  counsel,  Port  of  New  York  Authority;  Alfred 
P.  Thom,  general  counsel,  Association  of  Railway  Execu- 
tives; Ben  B.  Cain,  vice  president  and  general  counsel, 
American  Short  Line  Railroad  Association;  Bird  M, 
Robinson,  president  American  Short  Line  Railroad  Asso- 
ciation; Frank  W.  Noxon,  secretary  Railway  Business 
Association  (statement). 
House — 

December  8,  1924,  H.  R.  10470,  Mr.  Winslow. 

No  hearings. 
Not  reported. 
Sixty-ninth  Conceess  : 
Senate : 

December  21, 1925,  S.  1870,  Senator  Cummins. 
Hearings  January  21, 22, 23,  28;  February  5,  6, 16, 18,  19,  24, 
25,  1926  (1st  sess.).      '      "      "  J    ,    ^     ,     ,    j     , 

S.  38"10  re|,)Oit.ed  as  substitute. 

Witnesses :  Alfred  P.  Thom ;  Ben.  B.  Cain ;  Wilbur  LaRoe, 
jr.;  Hon.  Joseph  B.  Bastmiui,  chairman  Interstate  Com- 
merce Commission;  R.  C.  Fulbright,  for  National  Indus- 
trial Traffic  Leagiie ;  Hon.  Henry  C.  Hall,  member.  Inter- 
state Commerce  Commission;  Nathan  L.  Amster,  president 
Citizens  National  League',  A.  H.  Harris,  vice  president, 
New  York  ^Osntral  Lines.  '  i  . 

April  5, 1926,  S.  8840,  Senator  Cummins,  reported  favorably 
by  Interstate  Commerce  Committee  as  a  substitute  for 
S.  1870  (Rept.  No.  580). 

No  action  m  Senate. 

December  17, 1926,  S.  4892,  Senator  Fess. 

Hearings,  January  12,  14,  19,  20,  25,  27,  28 ;  February  7,  8, 
1927  (2d  .seas.). 

Witnesses:  Alfred  P.  Thom;  Ben.  B.  Cain;  R.  E.  Fulbright* 
John  E.  Benton,  soHcitor,  National  Association  Railroad 
and  Utilities  Commissioners ;  William  H.  Williams,  chair 
man  of  board  Missouri  Pacific  Railroad  System;  L.  I 
Loree,  chairman  executive  committee,  Kansas  City  Soutk 
em  Railway  0>.  (statiiineiit).  ^ 

Ho'use : 

April  12, 1986,  H.  R.  11212,  Mr.  Parker.  ^ 

^?!i!?f f!  ^^y  ^f  ^^'  *^^5  June  8, 4, 8, 9, 10, 11, 16, 17,  U 

mm  (1st  sess.). 
No  report. 
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Sixty-ninth  Congress — Continued. 
House — Continued. 

Witnesses:  Alfred  P.  Thom;  Ben.  B.  Cain;  Dr.  C.  S.  Dun- 
can, economist.  Association  of  Railway  Executives;  Rob- 
ert S.  Lovett,  chairman  of  board.  Union  Pacific  Railroad 
Co. ;  Hon.  Henry  C.  Hall ;  John  E.  Oldham ;  Elliott  H. 
Goodwin,  vice  president.  United  States  Chamber  of 
CjOTn  mprfp 

March  3, 1927,  H.  R.  17403,  Mr.  Parker. 
Introduced  as  substitute  for  H.  R.  11212. 
No  hearings.    No  report. 
Sj-iventieth  Congress  : 
1        Senate : 

S.  1175,  Senator  Fess. 

Hearings  January  9  to  21  and  March  3,  1928  (1st  sess.). 
Not  reported.    S.  5817  reported  as  a  substitute. 
Witnesses :  Alfred  P.  Thom ;  Ben.  B.  Cain ;  Hon.  Henry  C. 
Hall;   Wilbur  LaRoe,  jr.;   Samuel  W.   Moore,  counsel, 
Kansas  City  Southern  Railway  Co.;  R.  C.  Fulbright; 
Daniel  Willard,  president  Baltimore  &  Ohio  Railroad  Co. ; 
L.  S.  Cass,  vice  president,  American  Short  Line  Railroad 
Association  (statement). 
S.  5817,  Senator  Fess. 
Substituted  for  S.  1175. 
No  hearings. 

Reported  February  22,  1929,  Report  No.  1884. 
No  action  in  Senate. 
House : 

December  5, 1927.  H.  R.  5641,  Mr.  Parker. 

Same  as  H.  R.  17403  (69th  Cong.). 

Hearings  December  19,  20,  1927;  January  6.  19.  20,  24,  25, 

26,  27,  31 ;  February  1,  2,  3,  7,  8,  9, 10, 1928. 
No  report.    H.  R.  12620  reported  as  substitute. 
Witnesses:   Alfred  P.  Thom;  Ben.  B.  Cain;  Hon.  Henry 
C.  Hall;  R.  C.  Fulbright;  Wilbur  LaRoe,  jr.;  L.  S.  Cass; 
Elihu  Root,  jr.,  representing  minority  stockholders  of  Big 
Four ;  W.  Dougherty,  vice  president  and  legislative  repre- 
sentative Brotherhood  Railway  Trainmen  (statement). 
April  2,  1928,  H.  R.  12620,  Mr.  Parker. 
Substitute  for  H.  R.  5641. 

Reported  favorably  April  3,  1928,  Report  No.  1264. 
Hearings  December  4, 1928,  after  report. 
No  action  in  House. 

Witnesses:  Alfred  P.  Thom;  Henry  W.  Clark,  general 
counsel  Union  Pacific  Railroad  Co.;  Albert  H.  Harris; 
R.  C.  Fulbright;  Robert  S.  Lovett;  J.  P.  Blair,  general 
counsel  Southern  Pacific  Railroad  Co. 

pEl-ENTY-FIRST  CoXORESS : 

Senate — 

April  23, 1929,  S.  668,  Senator  Fess. 

Same  as  S.  5817  (70th  Cong.). 

Referred  to  Committee  on  Interstate  Commerce. 

No  action  by  committee. 
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Se¥ENty-fiist  CoNGiis^a — Coiitiniiec!. 

a—— 

Mouse — 

Miy  21, 1929.  H.  B.  3^8,  Mr.  Parker. 

Suiie  as  H.  B.  12620  (70th  Cong.). 

Beferred.  to  Committee  on  Interstate  and  Foreign  Com- 

mtree. 
'No  action  by  committee. 

StNOP8:E8  of  BlliLS  IXTRODUCKD 

On  January  24, 1924,  Senator  Cummins  introduced  S.  2224,  amend- 
ing section  5  (the  consolidation  section)  of  the  transportation  act. 

S.  2224,  whde  continuing  the  requirement  for  the  preparation 
of  a  plan,  provided  for  the  following  substantial  changes  in  the 
ozistiiig  law : 

Authority  grantad  commission  to  adopt  alternate  plans. 

Authority  granted  to  omit  from  systems  terminal  properties,  or 
provide  for  joint  use  of  such  terminals. 

Would  permit  reorganizations  to  be  carried  out  by  (a)  consolida- 
tion or  merger  of  two  or  more  carriers;  (b)  reincorporation  of  a 
currier  as  a  Federal  railroad  coporation;  (c)  acquisition  of  any  part 
of  the  poperties  of  a  carrier ;  (d)  acquisition  of  the  right  to  operate 
any  part  of  the  railway  properties  of  a  carrier;  (e)  acquisition  of 
the  securities  of  a  carrier  in  pursuance  of  arrangement  to  acquire 
control  of  such  carrier,  or  an  acquisition  of  securities  of  a  carrier 
in  which  control  has  been  acquired. 

Provided  for  approval  of  reorganizations  prior  to  the  adoption  of 
a  plan  if  the  public  interest  would  be  promoted. 

Provided  for  consolidation  committees  to  assist  in  carrying  out 
reorganizitioEs. 

Provided  for  condemnation  of  minority  stock. 

Continued  provisions  that  securities  should  not  exceed  value  of 
property  of  carriere. 

Provided  after  seven  years  for  adjustment  by  coimnission  of 
income  within  uncompleted  systems  by  establishing  divisions  so  that 
net  operating  income  would  be  equal  as  nearly  as  might  be  to  fair 
return  upon  the  value  of  the  railway  property  within  the  system  of 
each  carrier,  and  the  result  as  nearly  as  possible  the  same  as  the 
result  of  consolidation. 

Provided,  also,  after  seven  years,  for  reorganization  by  condemna- 
tion of  railroad  properties  within  a  system. 

Provided  method  of  Federal  incorporation. 

Provided  for  termination  of  proceedings  under  paragraph  2  of 
section  5  (acquisitions  of  control  not  amounting  to  consolidation). 

(Hearings  on  this  bill.    No  report.) 

RECOMMENDATION 8   OF   IXTEIISTATE   C0M:MERCE  COMMISSION,    192."> 

In  the  annual  refwrt  of  the  Interstate  Commerce  Commission  for 
1925  api;>ears  the  following: 

'*  In  our  last  report  it  ^vns  noted  that  the  work  of  prej^aring 
the  complete  plan  of  consolidation  was  progressing.  On  Feb- 
ruarv  4, 1925.  we  addressed  a  letter  to  the  chairman  of  the  Senate 


Committee  on  Interstate  Commerce  in  which  the  majority  of 
the  commission  expressed  doubt  as  to  the  wisdom  of  the  pro- 
visions of  the  law  which  now  require  us  to  adopt  a  complete 
flan  to  which  all  future  consolidations  must  conform.  They 
urther  stated  that  they  had  been  impelled  to  the  belief  that 
results  as  good,  and  perhaps  better,  are  likely  to  be  accomplished 
with  less  loss  of  time  if  the  process  of  consolidation  is  permitted 
to  develop  under  the  guidance  of  the  commission  in  a  more 
normal  way.  A  proposed  amendment  to  section  5  of  the  inter- 
state commerce  act  was  attached  to  the  letter."  (P.  13,  I.  C.  C. 
Report,  1925.) 
The  recommendation  as  to  the  amendment,  as  set  forth  in  the  1925 
report,  was  as  follows: 

"5.  That  paragraphs  (2)  to  (6),  inclusive,  of  section  5  of  the 
interstate  commerce  act  be  amended  (a)  by  omitting  therefrom 
the  existing  requirement  that  we  adopt  and  publish  a  complete 
|)lan  of  consolidation;  (b)  by  making  unlawful  any  consolida- 
tion or  acquisition  of  control  of  one  carrier  by  another  in  any 
manner  whatsoever,  except  with  our  specific  approval  and  au- 
thorization; (c)  by  giving  us  broad  powers  upon  application 
and  after  hearing  to  approve  or  disapprove  such  consolidations, 
acquisitions  of  control,  mergers,  or  unifications  in  any  appro- 
priate manner;  (d)  by  giving  us  specific  authority  to  disapprove 
a  consolidation  or  acquisition  upon  the  ground  that  it  does  not 
include  a  carrier  or  all  or  any  part  of  its  property  which  ought 
to  be  included  in  the  public  interest  and  which  it  is  possible  to 
include  upon  reasonable  terms;  (e)  by  modifying  subparagraph 
(b)  of  paragraph  (6)  so  that  the  value  of  the  properties  pro- 
posed to  be  consolidated  can  be  more  expeditiously  determined; 
and  (f)  by  providing  that  in  the  hearing  and  determination  of 
applications  under  section  5  the  results  of  our  investigation  in 
the  proceeding  on  our  docket  known  as  No.  12964,  Consolidation 
of  Railroads,  may  be  utilized  in  so  far  as  deemed  by  us 
advisable." 
These  recommendations  have  been  repeated  in  subsequent  reports 
of  the  commission. 

S.  1870 

On  December  Bl,   1925,  Senator   Cummins  introduced   S.   1870, 
which  modified  the  provisions  of  S.  2224  in  the  following  respects: 

1.  Abandoned  Federal  incorporation  features  contained  in  S.  2224 
y^  because  of  determined  opposition  to  such  procedure. 

2.  Postponed  for  three  years  the  obligation  on  the  part  of  the 
commission  to  agree  upon  and  promulgate  a  plan. 

3.  Contained  declaration  of  policy  of  Congress  as  to  consolida- 
tions, as  follows : 

"Inasmuch  as  the  public  interest  requires  that  the  transpor- 
tation of  passengers  and  property  by  railroad  shall  be  at  the 
lowest  rates  consistent  with  a  fair  return  upon  the  value  of 
the  railway  properties  held  for  and  used  in  the  service  of  such 
transportation,  and  inasmuch  as  the  varied  conditions  under 
which  such  transportation  occurs  render  it  impossible  to  accom- 
plish that  end  without  the  further  consolidation  of  carriers 
and  unification  of  railway  properties,  it  is  hereby  declared  to  be 
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the  ■poli.cy  of  Congress  that  a  limited  number  of  svstems  shoulcf 
be  established,  by  the  consolidation  of  carriers  or  the  unification 
of  railway  properties  within  the  continental  United  States,  that 

will,  as  fully  as  possible,  preserve  competition  and,  wherever 
practicable,  maintain  the  existing  routes  of  trade  and  channels 
of  commerce.  Sucli  systems  shall  also  be  so  arranged,  so  far 
as  practicable,  that  the  cost  of  transportation  as  between  com- 
petitive systems  and  as  related  to  the  values  of  the  railway 
properties"  through  which  the  service  is  rendered  shall  be  the 
same,  to  the  end  that  such  systems  can  employ  uniform  rates  in 
the  movement  of  competitive  traffic  and  under  efficient  raanage- 
mmt  earn  substantially  the  same  rate  of  return  u^pon  the  value 
of  their  respective  railway  properties." 
4  Provided  that  during  3-year  period  carriers  might  make  appli- 
cation for  approval  of : 

(a)  A  corporate  consolidation  or  merger  into  one  corporation 
of  any  of  the  carriers  making  the  application ; 

(b)  The  unification  of  railway  properties  by  the  acquisition 
(through  purchase,  exchange,  lease,  or  otherwise)  by  any  such  carrier 
of  any  ol  the  railway  properties  or  franchise  rights,  or  the  right  to 
owrato  any  of  the  raifwa,v  properties,  of  any  other  carrier ;  and/or 

(c)  The  unification  of  control  by  the  acquisition  (through  pur- 
chase, exchange,  or  otherwise)  by  any  such  carrier  of  securities  issued 
by  any  other  carrier,  if  such  acquisition  is  in  pursuance  of  an  arrange- 
ment or  purpose  to  acquire  control  or  aiiitional  control  of  such  other 
carrier,  directly  or  indirectly,  through  voting  power  or  otherwise. 

5.  Provided  that  order  ol  commission  might  be  in  accordance  with 
application  or  with  such  modifications  thereof,  or  upon  such  terms^ 
conditions,  and  methods  as  it  may  prescribe. 

6.  Provided  for  intervention  by  carriers  telieving  they  should  be 
a  part  of  proposed  consolidation  or  merger.^ 

7.  Inferentially  authorized  commission  in  prescribing  modifica- 
tions to  require  that  carrier  not  included  in  application  be  made  a 
party  to  the  proposed  consolidation  or  unification ;  carriers  presenting 
application  to  report  back  to  commission  efforts  made  to  comply  with 
requirements,  and  if  after  hearing  commission  is  of  opinion  that  the 
carrier  to  be  made  party  is  insisting  on  unreasonable  terms,  commis- 
sion may  revoke  or  modify  requirement  or  prescribe  terms  on  which 
carrier  may  be  made  party  to  proposed  consolidation  or  unification. 

8.  Securities  of  nonassenting  holders,  where  securities  to  be  retired 
or  surrendered  in  exchange  for  other  security,  to  be  acquired  by  pur- 
chase  or  condemnation. 

'  9.  No  tax  to  be  levied  by  United  States  or  anj  State  or  political 
subdivision  in  respect  of  consolidation  transactions,  except  United 
States,  revenue  tax  on  gain. 

10.  Omits  provisions  for  limitation  of  securities  to  value. 

11.  At  end  of  three  vears  if  railroads  have  not  been  completely 
consolidated,  commission  is  to  adopt  a  plan  for  completion  of  limited 
number  of  systems. 

12.  Provides  for  condemnation  of  railway  properties  withm  system 
by  carrier  owning  or  controlling  major  part  of  main-track  mileage 

within  a  system. 

18.  Amendment  of  recapture  provisions  to  provide  that  all  excess 
income  for  1920  and  subsequent  years  to  December  31  of  the  year 


ill  which  plan  is  adopted  to  be  distributed  to  carriers  failing  to  earn 
mi  railway  operating  income  equal  to  5  per  cent.  After  adoption  of 
plan  all  moneys  above  6  per  cent  earned  by  carriers  within  any  sys- 
tem to  be  distributed  to  carriers  within  system  not  earning  3  per  cent, 
until  their  return  is  brought  up  to  5  per  cent.  When  distributions  to 
4dl  proi>erties  within  system  together  with  earnings  give  all  5  per 
cent,  bahiiice  to  be  distributed  in  amounts  proportionate  to  value  of 
properties  up  to  fair  return ;  excess  above  that  to  be  repaid  to  con- 
tributing carriers  in  proportion  to  contributions. 

With  reference  to  this  provision.  Senator  Cummins  said  (p.  31, 
Hearings,  S.  1870) : 

'^I  might  just  as  well  say  now  that  the  only  compulsory  feature 
in  this  bill,  and  that  is  only  compulsory  because  it  may  furnish 
a  motive  for  the  railway  companies  to  proceed  promptly  and 
vigorously  under  this  plan,  is  this,  that  after  three  years  the 
commission  is  to  make  its  plan.  It  is  supposed  that  it  can  make 
it  much  more  easily  then  than  it  can  now,  because  it  is  hoped 
that  a  large  part  of  this  consolidation  process  will  have  occurred 
in  the  three  years  that  immediately  follow.  But  at  the  end  of 
that  time  then  a  complete  plan  is"  made  and  this  bill  provides 
that  an  account  shall  be  taken  of  the  net  income  of  the  railroads 
composing  any  particular  system  under  this  plan,  and  that  then  if 
it  is  found  that  any  railroad  in  that  system  is  earning  more  than 
6  per  cent  upon  the  value  of  its  property  that  the  excess  shall  be 
taken  and  distributed  among  the  roads  which  have  not  yet  been 
consolidated  with  the  system,  but  wliich  have  been  allocated  to 
the  system  by  the  commission,  and  shall  be  distributed  among 
those  roads  in  that  system  which  have  earned  less  than  5  per 
cent.  Now  that  is  the  only  compulsory  feature  in  this  bill.  I 
want  to  be  absolutely  frank.  I  think  that  it  will  be  a  very 
effective  spur.  I  am  bound  to  think  that  or  I  would  not  have  put 
it  in." 

S.  3840 

April  5,  1926,  the  Senate  Committee  on  Interstate  Commerce  in- 
troduced and  reported  favorably  S.  3840  (Rept.  No.  580)  as  a  sub- 
stitute for  S.  1870.  This  report  is  stated  by  Senator  Cummins  to 
have  been  prepared  by  him  and  not  specifically  acted  upon  by  the 
committee. 

The  report  sets  forth  the  railway  mileage  of  the  United  States; 
250,000  miles  single  main  track,  aside  from  additional  main  track, 
siding,  etc.,  that  railway  properties  are  owned  by  about  1,500  andf 
operated  by  about  1,000  separate  and  independent  railway  com- 
panies, of  which  about  190  are  classified  by  the  Interstate  Commerce 
Commission  as  roads  of  class  I.,  i.  e.,  having  gross  operating  revenues 
of  $1,000,000  per  year  or  more ;  the  remaining  mileage  being  distrib- 
uted among  the  roads  of  class  II  and  class  III ;  236,000  miles  single- 
track  mileage  being  class  I  and  the  remainder  class  II  and  III. 

It  further  recites  that  the  net  railway  operating  incomes  of  all 
railways  in  the  United  States  was  in  1922,  $769,411,093;  1923, 
$974,917,715;  1924,  $987,123,417;  which  income  would  in  1924  have 
paid  more  than  5  per  cent  on  the  value  of  these  properties  as  tenta- 
tively determined  by  the  commission  in  1920  with  capital  invest- 
ments since  added.    That  the  22,000  miles  of  Class  II  and  Class  III 
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roads  as  a  whole  barely  earned  opera  tin,ge.xpenses.  That  70  railway 
companies  of  Class  I,  operating  over  64,000  miles  for  1922, 1'923,  andl 
1924,  had  aver  age  net  railway  operatiBg  in.come  of  less  than  3  |>©r 
cent  upon  their  property-investment  accounts;  21  of  these  companies 
ilid  not  earn  cost  of  operation  and  maintenance;  30  additional  roads 
of  Class.  I  earned  average  net  railway  o^perating  income  of  less^  than 
4  mr  cent.    (See  tables  p.  10,  et  seq.  report.) 

That  if  a  process^  of  wise  consolidation  is  not  soon  entered  npon 
and  rapidly  carried  forward  not  less  than  60,000  miles,  and  perhapa 
80,000  miles,  of  rail-transportation  system  mnst  be  abandoned,  or  will 
be  rendering  most  iiiisatisfactory  and  inefficient  service. 

The  report  states :  ''  These  facts  present  the  chief,  though  not  the 
onlj,  reason  for  the  passage  of  this'  bill  Argument  upon  these  con- 
ditions  .seems  to  be  necessary.  If  the  facts  are^  fairly  understood, 
consolidation,  in  some  form.,  is  a  for  gone  conclusion." 

'*  While  the  continued  and  successful  operation  of  all  our  railway 
lines  is  the  principal  reason  for  consolidation,  it  will  be  borne  in 
mind  that  many  students  of  the  subject  believe  that  great  economies, 
both  in  operation  and  in  maintenance,  would  be  attained  through 
intelligent'  and  su|3ervi8ed  consolidation.  Unnecessary  train  service 
could  ne  avoided,  great  overhead  expenses  could  'be.  eliminated,  re- 
pairs upon  equipment  could  be  immensely  reduced  and  haulage  of 
empty  cars  could  be  largely  overcome.  It  has  been  estimated  that 
with  the  service  now  being  rendered  there  could  be  a  saving  of  from 
$300,000,000  to  $500,000,000  annually,  all  of  which  could  be  utilized 
in  a  reduction  of  freight  and  passenger  rates." 

After  setting  out  tlie  provisions  of  the  transportation  act  with 
reference  to  consolidations,  the  report  recites  the  work  done  by 
Professor  Kipley,  the  preparation  of  the  tentative  plan  by  the  com- 
mission, and  its  subsequent  bearings.  That  commission  has  been  un- 
able to  agree  upon  a  plan,  because  of  its  interpretation  of  present  law 
as  recjiiiring  a  consolidation  into  a  single  ownership  of  the  railways  to 
constitute  any  given  system.  That  this  view  of  the  statute  presents 
insuperable  obstacle  in  practical  procedure  of  consolidation.  That 
commission  has  been  compelled  to  resort  to  paragraph  2  of  section  5 
as  authority  lor  wliat  unifications  have  taien  place.  That  this  is 
principal  reason  for  introduction  of  bill. 

ANALTSIB  OF  BILL 

1.  Believes  c'ommission  of  duty  to  prepare  plan  for  period  of  five 
years  (instead  of  three  as  in  S.  1870)  and  to  provide  for  voluntary 
applications  in  meantime. 

2.  Declaration  of  policy.  (Note  difference  in  statement  as  to  com- 
petition from  1870.) 

**  Inasmuch  as  the  public  interest  requires  that  adequate  trans- 
portation service  shall  be  furnished  by  carriers  to  the  public  at 
the  lowest  rates  consistent  with  such  service  and  a  fair  return 
upon  the  value  of  the  railway  properties  held  for  and  used  in 
such  transportation,  and  inasmuch  as  the  varied  conditions  un- 
der which  such  transportation  occurs  render  it  impossible  to  ac- 
complish that  end  without  the  further  consolidation  of  carriers 
and  unification  of  railway  properties,  it  is  hereby  declared  to 
be  the  policy  of  Congress  that  a  limited  number  of  systems 


should  be  established  by  the  consolidation  of  carriers  or  the  uni- 
fication of  railway  properties  within  the  continental  United 
States,  that  will,  so  far  as  practicable,  maintain  the  existing 
routes  and  channels  of  trade  and  comraerce  and  preserve  as  he- 
tween  tkefmelves  evenly  balanced  and  effectwe  competition 
equalising  J  so  far  as  praciicaMej  the  opportunitieg  of  originating 
traffic  and  of  its  interchange  and  delivery.  Such  systems  shall 
be  arranged,  so  far  as  practicable,  that  they  can  employ  uni- 
form rates  in  the  movement  of  competitive  traffic  and  under 
efficient  management  earn  substantially  the  same  rate  of  return 
upon  the  value  of  their  respective  railway  properties." 

3.  The  remaining  sections  of  the  law  as  to  procedure  set  forth  in 
the  report  are  very  similar  to  those  of  S.  1870. 

4.  li  at  the  end  of  five  years  the  limited  number  of  systems  to  be 
established  in  accordance  with  f)olicy  set  forth  in  firsl  paragraph 
have  not  in  opinion  of  commission  been  adequately  provided  for, 
commission  shall  as  soon  as  practicable  prepare  a  plan  for  comple- 
tion of  such  limited  number  of  systems,  eitlier  by  establishment  of 
additional  systems  or  by  allocation  to  any  existing  system  of  any 
carrier  or  properties  not  included  in  any  such  approved  consolidation 
or  unification. 

5.  Terminal  properties  or  outside  lines  may  be  omitted  from  any 
established  system  in  discretion  of  commission. 

6.  Provides  for  condemnation  of  properties  to  be  brought  into 
system. 

7.  Eecapture  features  modified  to  make  test  of  excess  earnings 
average  of  three  years:  sums  to  be  distributed  to  carriers  earning 
less  than  5  per  cent,  and  after  plan  has  been  adopted  excess  collected 
to  be  distributed  only  to  roads  in  system. 

This  bill  was  never  acted  upon  by  the  Senate. 

S.  4892 

No  action  having  been  taken  on  S.  3840,  whicli  had  been  reported 
favorably  to  the  Senate,  Senator  Fess  on  December  17,  1926,  intro- 
duced S.  4892,  and  hearings  were  held  on  this  bill  during  January 
and  February,  1927.  No  report  was  submitted  to  the  Senate, 
however. 

This  bill  was  somewhat  similar  in  form  to  H.  R.  11212. 

As  compared  with  S.  3840 : 

Declaration  of  policy  changed  in  form,  but  statement  as  to  com- 
petition the  same. 

Provision  for  condemnation  of  minority  securities,  but  not  of 
entire  road. 

Omits  provision  for  making  of  any  plan  by  the  cnmmission. 

At  the  expiration  of  seven  years  the  commission  shall  report  to 
Congress  the  extent  to  which  unifications  have  taken  place,  and  its 
recommendations  as  to  further  proceedings. 

o.   11 1  0 

No  action  having  been  taken  on  S.  4892,  S.  1175  was  introduced 
by  Senator  Fess  at  the  first  session  of  the  Seventietli  Congress  and 
hearings  held  in  January  and  March,  1928. 
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This  bill  was  practically  identical  with  S.  4892. 

Suggestions  as  to  aiiieiKhiieiits  of  S.  11T5  were  made  by  Mr.  Thoiii 
■on  behalf  of  tlie  raiiroada.  These  appear  in  the  hearings  on  S.  1175, 
following  the  bill.    The  declaration  of  policy  appearing  in  S.  4892 

is  omitted  from  tlie  proposed  railroad  draft,  l>ecause  of  objection  to 

aiich  declaration  in  me  House.     (Hearings,  S.  1175,  p.  84). 


H.  E.  11212 

On  April  12,  1926,  ^Mr.  Parker,  of  New  York,  who  had  succeeded 
M'r.  WinslO'W  (autlior  of  H.  R.'  10470,  which  had  been  introduced 
in  the  House  on  December  8,  1924,  and  provided  for  a  5 -year  volun- 
tary trial  period,  after  wliicli  it  sliould  be  the  duty  of  the  commission 
to,  publish  "a  plan  of  systems,  and  formulate  and  report  to  Congress 
its  sugjjjestions  for  a  method  whereby  the  authority  of  the  Govern- 
ment miglit  be  directly  invoked  to  bring  about  such  consolidations — 
i.  e.,  tliat  Con^iiTcss  sliouTd  then  decide  on  the  question  of  adopting 
compulsion,  as  distinguished  from  S.  2224,  w^hich  provided  for  the 
compulsion  at  the  end  of  tlie  voluntarv  period),  introduced  H.  R. 
11212.  This  bill  was  indoi-sed  by  the"  Interstate  Commerce  Com- 
mission. 

Hearings  were  held  on  this  bill  during  May  and  June,  1926. 

S.  6817  and  S.  668 

As  noted  in  tlie  summary  of  legislation,  after  the  hearings  on 
S.  1175,  S.  5817  was  introduced  as  a  substitute  for  S.  1175  and  re. 

rted  favorably  to  the  Senate.  No  action  having  been  taken  at  the 
■eventietli  Congress,  S.  668,  identical  in  language  w4th  S.  5817  as 
reported,  except  as  noted  in  the  detailed  discussion,  infra^  page  197,, 
was  introduced  by^  Senator  Foss  in  the  Seventy-first  Congress,  and 
it  is  now  before  this  com„mittee. 

H.  R.  17403,  H.  R.  5641,  H.  R.  12620,  and  H.  R.  3208 

_  In  the  House,  after  the  hearmp  on  H.  R.  11212,  H.  R.  17403  was 
introduced  by  Mr.  Parker  as  a  snostitute ;  in  the  Seventieth  Congress, 
H.  R.  5641,  identical  with  ,H.  R.  17403,  was  introduced;  and  after 
hearings  on  that  bill  H.  R.  12620,  being  the  final  draft  of  the  com- 
mittee, was  introduced  and  reported  favorablv.  No  action  having 
been  taken  on  it  in  the  Seventieth  Congress,  H,  R,  3208,  identical 
with  it,  was  introduced  by  Mr.  Parker  in  the  Seventy-first  Congress, 
jind  that  bill  is  now  before  the  Interstate  and  Foreign  Commerce 
Committee  of  the  House. 

The  provisions  of  S.  5817  (now  S.  668)  and  of  H.  R.  12620  (npw 
H.  R.  3208)  are  fully  explained  in  the  report  accompanying  S.  6817 
S.  Kept.,  .No.  1884,  Seventieth  Cong.). 

A  discussion  of  these  features  will  be  found  under  the  heading 
Present  Propo:sed,  Legislation. 

HEARINGS  B,EFO'E£  SENATE  AND  HOUSE  €OM„,M.ITTEES 

In  all  tlie  hearings  which  have  been  held,  as  has  been  noted, 
practically  the  same  witnesses  have  appeared  and  to  a  large  extent 
the  same  matters  have  been  discussed  on  each  hearing.    This  testi- 


mony, covering  over  2,000  pages,  may  be  very  briefly  summarized 
under  a  few  principal  heads. 

REASONS  FOR  OONSOLIDATION  PROVISIONS  IN  LAW 

The  reasons  assigned  by  the  proponents  of  the  transportation  act 
have  already  been  set  out.  However,  at  the  risk  of  repetition,  in 
order  that  all  the  possible  reasons  for  the  inclusion  and  retention  in 
the  law  of  such  provisions,  and  as  well  statements  of  contrary 
opinion,  may  appear,  there  are  here  set  out  the  views  expressed  in 
that  regard  at  the  various  hearings. 

Hon.  Herbeet  Hoover,  then  Secretary  of  Commerce,  testified  at 
the  hearings  on  S.  2224  (1924-25),  to  the  results  of  a  study  made  by 
him  at  the  request  of  President  Harding.  Following  is  a  summary 
of  his  conclusions : 

MAJOR  REASONS  FOR  CONSOLIDATION 


(a)  Solution  for  handling  weak  roads; 
(5) 


Permits  more  equitable  adjustment  of  rates  between  com- 
modities ; 
(c)  Permits  better  adjustment  of  railwav  rates: 

(d)  Certain  advantages  in  economy  of  operation. 
Larger  units  of  operation : 

When  we  arrive  at  decision  that  railways  shall  be  regulated 
as  to  rates  and  profits,  we  eliminate  justification  for  multitude 
of  independent  utilities  for  purpose  of  securing  rates  by  compe- 
tition. 

We  should  assure  national  needs  and  secure  economies  by  early 
promotion  of  large  units  of  operation. 

WEAK  ROADS 

Larger  element  of  the  whole  problem  that  certain  roads  now 
unable  under  any  certain  maximum  of  rates  to  earn  enough  to 
perform  their  share  of  public  service;  1,600  companies  in  busi- 
ness, 150  of  which  have  operating  revenues  of  $1,000,000  or  more 
per  annum. 

Many  weak  roads  could  not  earn  enough  to  finance  themselves 
under  free  competition,  and  yet  they  are  necessary  to  communi- 
ties they  serve;  50,000  to  60,000  miles  of  road  earn  less  than  fair 
return ;  70,000  miles  earn  more. 

Roads  below  average  must  be  incorporated  with  other  rail- 
ways to  provide  sound  financial  position. 

Many  weak  roads  are  feeders.  Requires  either  adjustment  of 
division  of  rates  or  consolidation. 

Problem  of  finance  greatest.  Mortgages  to  raise  money  not 
sound  method.    Should  be  able  to  raise  by  issues  of  stock. 

EQUITABLE  DISTRIBUTION  OF  RATES  BETWEEN   COMMODITIES 

Present  rate  structure  presents  inequalities  in  commodity  rates^ 
Some  roads  now  dependent  on  one  class  of  traffic.  No  rate  relief 
without  consolidations  which  would  provide  diversification  af 
traffic  by  larger  systems,  making  it  possible  to  equate  burden  and 
build  up  more  logical  structure. 
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Mr.  John  E.  OiiOHAm,  investment  banker  of  Boston,  who  appeared 
ftt  several  hearings  on  the  consolidation  problem,  and  who  has  made  a 
special  study  of  that  problem,  appeared  at  these  hearings.  His 
testimony  presents  very  concisely  the  arguments  made  by  advocates 
of  consolidation,  who  consider  the  rate  problem  the  chief  factor. 

In  a  memorandum  to  the  Interstate  Commerce  Commission  of 
Novembei*  23,  1923  (Hearings  S.  2224,  p.  50),  Mr,  Oldham  siim- 
marijses  the  premises  upon  which  he  bases  his  conclusions  as  to 
consolidation  as  follows: 

"  The  conclusions  I  have  retched  as  to  railroad  consolidations 
are  based  upon  a  recognition  of  the  following : 

PREMISES 

"  i.  That  the  railroad  policy  of  the  United  States  is  that  the 
railroads  are  to  he  privately  owned  and  managed,  are  to^be^  op- 
era ted  on  the  competitive  rather  than  the  monopolistic  principle, 
.and  are  to  be  under  public  regulation. 

"  2.  That  the  permanency  of  this  policy  is  dependent  upon  the 
ability  of  the  railroads  to  furnish  adeouate  service  under  such 
rates  and  other  conditions  as  may  be  estaolished  by  the  regulatory 


"  3.  That  the  ability  of  the  railroads  to  furnish  adequate  serv- 
ice is  dependent  upon  the  receipt  by  them  of  an  income  sufficient 
to  induce  their  owners  or  other  investors  to  furnish  them  with 
additional  capital  as  needed. 

"  4.  That  no  system  of  rate  making  can  be  based  ui>on  the  con- 
dition or  iKJsition  of  each  individual  road,  but  must  be  based 
•afoqm  «  sii  spi?o.i|TE.i  .iqi  |o  uoijisod  puo  uoi^iTpuod  aqi  uodu 

"5.  That  even  tliough  the  system  of  rate  making  must  be 
based  upon  average  rather  than  individual  conditions,  yet  the 
success  Ld  permaliency  of  such  a  system  can  be  assured  only  if 
all  railroads  subject  to  it  shall  be  able  to  attain  similar  financial 
and  operating  results,  and  that  obviously  such  similar  results 
can  be  attained  only  if  the  railroads  themselves  are  similar  in 
character,  each  approximating  the  character  of  the  railroads  as 
a  whole  in  the  territory  which  it  serves. 

«  6.  That  Congress,  recognizing  the  necessity  of  providing  ade- 
quate  income  for  tlie  railroads,  has  defined  such  income  as lieing 
an  amount  sufficient  for  a  fair  return  upon  the  value  of  the 
property  used  in  the  service  of  transportation,  and  has  provided 
i  mUh^'l  »f  rate  making  designed  to  product  in  the  aggregate 
a  railroad  income  equal  to  sucn  fair  return  upon  the  aggregate 
value  of  such  railroad  property. 

n.  That  Congress,  also  recognizing  the  necessity  of  provid- 
ing for  railroads  of  average  or  uniform  character  in  order  that 
3ach  may  obtain  a  simimr  income  from  the  system  of  rate 
jaakin^  then  provided,  inserted  the  provisions  relating  to  con- 
solidations, the  underlying  purpose  of  which  is  to  establish  rail- 
road units  of  such  uniform  character  as  is  necessary  to  secure  the 
successful  application  of  the  rate-making  provisions  of  the 
transportation  act.''' 


conclusion 

From  this  he  reaches  the  following  conclusion  : 

"I  reach  the  conclusion,  therefore,  that  the  provisions  of  the 
transportation  act  relating  to  consolidations  are  primarily  the 
logical  result  of  the  method  of  rate  making  provided  by  the 
act." 
It  will  be  noted  that  while  Mr.  Oldham's  premises  follow  closely 
those  set  out  in  the  Senate  committee  report  on  the  original  trans- 
portation net  (p.  14,  supra),  he  lays  no  emphasis  on  the  weak-road 
problem  as  a  primary  cause  for  consolidation,  but  draws  the  con- 
chision  rather  that  the  consolidation  provisions  of  the  law  were  in- 
tended to  carry  out  the  rate-making  theory  of  the  transportation 
^ct.    Such  a  conclusion  would,  of  course,  require  the  establishment 
-of  consolidated  systems  according  to  a  complete  plan,  because  other- 
wise the  balancing  operation  could  not  be  performed. 

PROVISIONS  FOR  CONSOLIDATIONS  RESULT  OF  RATE-MAKING  METHOD 

In  an  article  by  Mr.  Oldham  published  in  the  Harvard  Business 
Review  of  January,  1923,  submitted  in  connection  with  his  testimony 
At  the  hearings  on  S.  2224  (p.  44)  he  stated  a  similar  view  in  this 
language : 

'"The  provision  for  consolidations  was  the  logical  result  of  the 
rate-making  method  adopted  by  the  transportation  act.  Rates 
are  to  be  made  for  eacli  rate  district  which  shall  produce  a  fair 
return  on  the  aggregat^e  value  of  all  railroad  property  within  the 
district,  but  without  regard  to  the  ownership  of  individual  prop- 
erties. Under  this  method  of  rate  making  the  public  is  to  pay 
transportation  charges  designed  to  be  sufficient  to  provide  ade- 
quate transportation  in  all  parts  of  the  territory.  In  return  for 
such  payment  the  public  is  obviously  entitled  to  receive  adequate 
service  from  property  wherever  located  in  tlie  territory.  The 
owners  of  the  railroad  property,  considered  as  one  group,  hav- 
W^g  received  income  sufficient  to  cover  the  cost  of  furnishing 
adequate  transportation  service  everywhere  throughout  the  dis- 
trict, are  under  obligation  to  furnish  such  service  for  which  the 
public  has  paid.  The  ownership  of  all  of  the  property  in  the 
rate-making  district  must  be  distributed  among  different  owners, 
therefore,  so  that  the  owners  of  property  which  receive  more 
than  the  fair  return  under  the  established  rates  shall  have  also 
an  interest  in  the  ownership  of  the  parts  of  the  property  which 
receive  less  than  such  fair  return." 
And  after  quoting  paragraph  4  of  section  5,  he  concludes  (p.  45)  : 
"  It  is  thus  apparent  that  the  consolidation  provisions  of  the 
transportation  act  are  of  fundamental  importance,  and  that  a 
failure  to  accomplish  consolidations  as  indicated  will  make  im- 
possible the  successful  application  of  the  service-at-cost  method 
of  rate  making  which  is  now  prescribed  for  the  railroads." 
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C'llNSeLIDATION  SOiLUTIO'N  OP  HATE  PIOBLEM 

At  the  lieariiio^s  on  H.  R.  11212  (p.  489)  Mr.  Oldham  advanced  the 
sime  reasons  in  slightly  different  Itaguige,  stating  in  substance: 

Unless  some  practical  way  is  tound  to  give  to  each  system  in- 
come adequate  for  its  needs,  some  roads  which  are  important 
parts  of  the  Nation's  transportation  system  can  not  be  made 
linaBcially  sound,  and  tlie  provision  for  rate  making  under  the 
transportation  act  will  not  fully  accomplish  its  purpose.  To 
apply  the  service-at-cost  method  with  complete  success  it  will  be 
necessary  either  (a)  to  consolidate  all  the  railroads  in  each  rate- 
makiiig  territory  into  one  system,  thus  creating  a  monopoly  and 
compistely  eliminating  competition;  or  (b)  to  provide  a  method 
which  is  practitable  and  economically  sound  lor  equalizing  the 
income  of  the  various  roads  by  a  redistribution  of  the  earning 
so  that  each  road  will  recoi\  e  from  the  whole  such  amount  as  is 
necessary  for  its  cost  of  operation  and  a  fair  return  upon  the 
value  of  its  property;  or  (<?)  to  combine  the  more  favoral>ly  and 
less  favorably  situated  roads  in  each  rate-making  district  so  that 
the  systems  resulting  from  the  combinations  will  be  able  to 
obtain  uniform  results  under  uniform  rules. 

Monopoly  not  to  be  considered  because  of  elimination  of  com- 
petition wliicli  would  offend  public  sentiment  and  be  contrary 
to  intent  of  transportation  act. 

Equalization  of  income  by  redistribution  of  earnings  pre- 
sents too  many  practical  difficulties.  To  take  income  from  some 
roads  receiving  more  from  a  given  schedule  of  rates  than  that 
to  which  they  are  entitled  under  service-at-cost  principle  and 
hand  it  over  to  other  roads  receiving  less  entails  exact  standardi- 
ziition  of  operating  costs  and  maintenance  charges  and  stand- 
trdization  also  of  efficiency  in  management,  for  a  road  is 
entitled  to  a  Bxed  return  only  if  it  is  efficiently  managed.  Such 
standardization  is  practically  impossible.  Kailroad  manage- 
ment knowing  excess  earnings  will  be  taken  away  will  be  under 
temptation  to^  conceal  excesf  earmngs  through  Lrease  in  op- 
erating expenses  and  not  under  any  incentive  to  keep  costs  down 
to  lowest  amount,  and  little  incentive  to  road  which  knows  that 
shortage  in  income  will  be  made  up  to  keep  shortage  small  by 
economies  of  oi^eration. 

Recapture  economically  unsound  because  to  take  away 
rewards  to  efficiency  and  to  make  awards  to  inefficiency  would 
destroy  incentive  of  railroad  managements  to  take  adfvantage 
of  their  opportunities.  On  one  hand  railroad  management 
would  become  shiftless  and  extravagant;  under  the  other  each 
management  would  constantly  try  to  conserve  its  resources  and 
to  become  efficient. 
CoBcludes  that  consolidation  is  the  only  solution, 

Mr.  AI.FHED  p.  Thom,  general  counsel  of  the  Association  of  Rail- 

way  Executives,  at  the  hearings  on  S.  1870  (1926),  stated  (p.  152) 
K>me  of  the  advantages  of  consolidation,  in  substance,  as  follows: 


CONSOLIDA'TION    WILL  PEKMIT   SCIENTIFIC   HATE  MAKING 

One  advantage  of  consolidation,  gets  rid  of  thoroughly  arti- 
ficial method  of  making  rates.  Rates  now  made  for  the  purpose 
of  providing  larger  support  for  weak  lines.  This  results,  as 
declared  by  Congress,  in  more  than  fair  return  for  some  lines, 
and  therefore  we  have  policy  of  recapture.  If  by  consolidation 
weak-line  problem  can  disappear  and  weak  lines  be  woven  into 
large  competent  effective  transportation  system,  Congress  will 
be  liberated  to  make  scietntific  rates  and  relate  rates  to  service, 
and  when  rates  are  related  to  service  shipping  public  will  not 
be  called  upon  to  pay  more  than  necessary  to  take  care  of  weak- 
line  problem,  but  will  be  charged  what  it  ought  to  be  charged 
considering  rate  related  to  service  shipper  will  receive.  In  ad- 
dition to  tliis  beneficial  effect  on  shipping  public,  there  will  be 
beneficial  effect  on  railroads,  and  management  can  have  rewards 
they  can  reap  from  service  they  render. 

WEAK-IOAD  PROBLEM 

At  the  hearings  on  H.  R.  11212  (1926),  Mr.  Thom  stated  (p.  354) : 
"  It  is  also  proper,  I  think,  to  call  attention  to  the  fact  that 
the  policy  of  consolidation  did  not  originate  with  the  railroad 
executives.  It  originated  with  the  gentlemen  performing  their 
duties  here  in  Congress  in  trying  to  create  a  better  system  of 
regulation,  which  finally  took  form  in  the  transportation  act  of 
1920.  At  that  time  those  of  you  who  were  in  Congress  realized 
that  there  was  a  verv  great  interest  in  the  question  of  providing 
for  the  weak  lines  of  railroads.  The  method  finally  agreed  upon 
and  stimulated  by  the  desire  to  take  care  of  the  weak  roads  first, 
the  recognition  of  the  group  method  of  rate  making,  coupled 
with  a  percentage  of  value  which  should  be  a  measure  of  the  aim 
which  the  commission  should  endeavor  to  reach  in  providing 
revenues,  and,  deeming  that  that  would  mean  rates  higher  than 
would  be  made  if  they  had  only  the  strong  roads  to  consider,  the 
conclusion  was  reached  that  a  certain  proportion  of  the  earnings 
above  a  given  per  cent  should  be  taken  away  from  those  carriers 
that  earned  them. 

"  That  method  has  been  defined  by  the  chairman  of  the  Senate 
committee  as  an  ad  interim  or  makeshift  method  of  dealing  with 
the  weak-road  problem.  The  ultimate  and  final  method  of  deal- 
ing with  it  was,  in  the  opinion  of  those  gentlemen,  through 
consolidation." 

Br.  C.  S.  DuNCAK,  economist  of  the  Association  of  Railway  Exec- 
utives, testifying  before  the  House  Committee  on  Interstate  and 
foreign  Commerce,  at  the  hearings  on  H.  R.  11212  (1926),  (p.  11. 
®^  .seq-),  sununarized  the  reasons  for  a  policy  of  consolidation  as 
gained  by  him  from  an  examination  of  the  hearings  held  prior  to 
and  after  the  passage  of  the  transportation  act,  as  follows: 
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SIJM'MAEY  OF  REASONS  fX)B  €0 X SOLID ATION 

1.  Tlie  rehabilitation  of  the  railroads'  credit,  in  order  that 

tmnsportation  facilities  may  be  kept  in  step  with  the  increasing 
demandS'  for  transportation  service. 

2.  That  transportation  facilities,  adequate  and  efficient  in 
character,  shall  be  maintained  for  the  service  of  all  comnmnities 
throughout  the  country. 

3.  That  the  so-called  "  weak  line ''  problem  should  be  solved 
and  disappear.. 

4.  That  rate  making  for  the  railroads  as  a  whole  would  tlms 
be  simplified  in  that  rates  would  not  need  to  be  raised  so  as  to 
give  strong  carriers  larger  revenues  than  they  need  in  order  that 
weaker  lines  m,ay  live,  but  rates  may  be  placed  upon  a  sound 
Monomic  basis. 

5.  That  the  resulting  large  consolidated  systems  would  not  be 
be  made  so  as  to  disrupt  or  interfere  with  the  natural  flow  of 
i>raiiitj'« 

6.  That  competition  m  heiieeen  the  enlarged  and  strong  sys- 
tems should  be  maintained  and  *'  honorable  rivalrjr  among  men  " 
tliould  be  maintained  as  "the  most  powerful  stimulus  known 
to  hum,aii  effort." 

7.  That  every  consolidation  shall  require  the  sanction  of  the 
Interetate  Commerce  Commission, 

COM'aOtIDATIO:X  ALWAYS  A  FACTOR  IX  lATLROAD  DEVEOJPMENT 

On  exam;i nation  by  members  of  the  committee,  Doctor  Duncan 


BAILMOAD  CONSOLIDATIONS  AND   UNJI'ICATIONS 


45 


iJBiflli'li  Jnl 


Mr.  Lea  (p.  42).  Would  there  be  sufficient  reason  for  the  con- 
■olidation  movement  outside  of  the  weak  road,  from  the  stand- 
point of  the  public? 

Doctor  Duncan.  This  is  my  position  in  regard  to  it,  as  I 
tried  to  develop.  If  you  study  the  history  of  railroad  develop- 
mmnt  closely,  you  will  see  that  consolidation  has  been  a  factor 
which  has  been  characteristic  of  it  all  along  the  way.  I  do  not 
conceive  that  that  progress  has  reached  a  point  where  it  can  go 
no  further.  There  may  be  opportunities  for  further  consoTi- 
dation  with  advantage  to  all  parties,  and  I  was  saying  that  if 
you  accept  it  as  a  policy  of  the  Government  and  tL  f ailroads 
•iould  seek  further  advantage  by  further  coiisoUdation,  then 
you  ought  to  make  it  possible  for  them  to  do  so.  Some  parts 
of  the  country  have  a  more  developed  railroad  net  than  other 
parte  of  the  (Gantry.  It  may  be  that  there  would  be  opportu- 
nities  for  consolidation  in  some  parts  of  the  country  ec|ually 
advantageous  with  anything  that  has  ever  taken  place.  That  is 
a  matte?  for  particular  study.  But  if  there  ar^  men  who  be- 
lieve  that  in  the  public  interest  of  better  transportation  service 
and  their  relations  to  the  public,  thev  could  go  on  and  consoli- 
date,  then  I  say  they  ougVt  to  bay4  an  opportunity  to  do  so 
mnder  proi>er  safeguard.  That  is  tlie  point  I  am  trying  to 
make. 


NATIONAL  INTEREST— RAILROADS  ENABLED  STRENGTHEN  GENERAL  TRANS- 
PORTATION  SYSTEM  BY  CONSOLIDATION 

(Doctor  Duncan  stated  (p.  42)  tliat  he  was  assuming  it  to  be  the 
policy  of  the  Government  to  have  consolidation.) 

"  Mr.  HocH  (p.  45).  Let  us  set  aside  for  the  moment  the  as- 
sumption that  consolidation  is  an  adopted  policy  and  that  con- 
solidations are  to  be  encouraged.  You  have  stated,  as  I  under- 
stood, tliat  there  is  a  very  great  difference  of  opinion  as  to 
whether  any  considerable  economies  will  be  effected. 

Doctor  Duncan.  Yes,  sir. 

Mr.  HocH.  So  we  can  not  give  that  as  any  controlling  reason 
for  consolidation;  that  is,  to  promote  economies.  Then  you 
have  stated  that  jou  have  thought  that  the  problem  of  the  weak 
lines  was  an  entirely  separate  one  and  should  be  considered  by 
the  commission  entirely  apart  from  the  matter  of  consolidation. 

Doctor  Duncan.  Tliat  is  true. 

Mr.  HocH.  If  that  be  true,  from  the  standpoint  of  public 
policy  why  should  we  encourage  consolidations?  What  great 
national  interest  is  to  be  served  by  promoting  consolidations  of 
railroad  systems? 

Doctor  Duncan.  Well,  sir,  the  grejit  national  interest,  and  the 
only  one  that  I  can  see,  is  to  enable  the  railroads  themselves, 
carrying  out  their  own  initiative  and  through  consolidations,  in 
so  far  as  they  may  be  approved,  to  strengthen  the  general  trans- 
portation system  of  the  country.  There  may  be  instances — I  do 
not  think  that  it  is  national  in  character  at  this  time — but  there 
may  be  instances  where  important  railroads,  essential  to  the 
life  of  various  communities,  mis:ht  be  saved  in  that  way.  I  did 
not,  of  course,  intend  to  leave  the  impression  that  this  is  emer- 
gency legislation  wliich  must  be  enacted  riffht  now.  I  was  not 
SsciLin^  it  from  the  point  of  view. 

President  Coolidge,  in  his  message  to  Congress  in  December,  1924, 
said  (see  p.  356,  hearings,  H.  E.  11212)  : 

*'In  my  message  last  year  I  emphasized  the  necessity  for 
fiirther  legislation  with  a  view  to  expediting  the  consolidation 
of  our  railways  into  larger  systems.  The  principle  of  Govern- 
ment control  of  rates  and  profits  now  thoroughly  imbedded  in 
our  governmental  attitude  toward  natural  monopolies  such  as 
the  railways  at  once  eliminates  the  need  of  competition  by  small 
units  as  a  method  of  rate  adjustment. 

COMPETITION   MUST  BE  FRESERVT-ID — C^AN   BE  INCREASED  UNDER  ENLARGED 

SYSTEMS 

"  Competition  must  be  preserved  as  a  stimulus  to  service,  but 
this  will  exist  and  can  be  increased  under  enlarged  systems. 
Consequently,  the  consolidation  of  railways  into  larger  units 
for  the  purpose  of  securing  substantial  values  to  the  public 
which  will  come  from  larger  operation  has  been  the  logical  con- 
clusion of  Congress  in  its  previous  enactments  and  is  also  sup- 
ported by  the  best  opinion  in  the  country. 
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BENEFITS   OP  CON80LIDATIOM 

"Siicli  coiisolidatioii  will  assure  not  only  a  greater  element 
of  competition  as  to  service^  but  it  will  afford  economy  in  opera- 
tion, greater  sttbility  in  railway  earnings,  and  more  economical 
innnciag.  It  opns  large  possibilities  of  better  equalization  of 
rates  between  different  classes  of  traffic  so  as  to  relieve  undue 
burdens  upon  agricultural  products  and  raw  materials  gener- 
ally, which  are  not  possible  without  ruin  to  small  units  owing 
to  the  lack  of  diTersity  of  traffic.  It  would  also  tend  to  equalize 
earnings  in  such  fashion  as  to  reduce  the  importwiee  of  section. 
15-A  at  which  criticism  often  misapplied  has  been  directed. 

"A  smaller  number  of  units  would  offer  less  difficulties  in 
labor  adjustments  and  would  contribute  much  to  the  solution  of 
terminal  difficulties.  The  consolidations  need  to  be  carried  out 
with  due  regard  to  public  interest  and  to  the  rights  and  estab- 
lished life  of  various  communities  in  our  country.  It  does  not 
seem  to  me  necessary  that  we  endeavor  to  anticipate  any  final 
plan  or  adhere  to  any  artificial  or  unchangeable  project  which 
will  stimulate  a  fixed  number  of  systems,  but  rather  we  ought  to 
approach  the  problem  with  such  a  latitude  of  action  that  it  caa 
be  worked  out  step  by  step  in  accordance  with  the  compre- 
hensive consideration  of  puTblic  interest. 

,ra,E8ENT  LAW  NOT  E'FFECTIVE 

**  Whether  the  number  of  ultimate  systems  shall  be  more  or 
less  seems  to  me  can  only  be  determined  by  time  and  actual 
experience  in  the  development  of  such  consolidations.  Those 
portions  of  the  present  law  contemplating  consolidations  are  not 
sufficiently  effective  in  producing  expemtious  action  and  need 
amplification  of  the  authority  of  the  Interstate  Commerce  Com- 
mission, particularly  in  affording  a  period  for  voluntary  pro- 
posals  to  the  commission  and  in  supplying  Government  pressure 
to  secure  action  after  the  expiration  of  such  a  period." 

President  Hoo\t»,  in  his  message  to  Congress  on  December  23, 

1^9,  said: 

CHIEF  PU1F08E  OF  CONSOLIDATION 

"  The  chief  purpose  of  consolidation  is  to  secure  well-balanced 
systems  with  more  uniform  and  satisfactory  rate  structure,  a 
more  stable  financial  structure,  more  equitable  distribution  of 

traffic,  greater  efficiency,  and  single-line  instead  of  multiple-line 
hauls.  In  this  way  the  country  will  have  the  assurance  of  better 
service  and  ultimately  at  lower  and  more  even  rates  than  would 

otherwise  be  attained."' 

Hon.  HisNiir  C.  Hall,  member  of  Interstate  Commerce  Com- 

mission  (Hearings  S.  1870'  (1926),  p.  M) : 

ADEQUATE  SIK^VICE  PKIME  NEED 

"  The  public  interest,  as  it  seems  to  us,  requires  adequate  serv- 
ice. That  is  the  prime  need  of  the  country;  the  prime  demand 
made  upoii  the  transportation  agencies  of  the  country.    And 


that  seems  to  be  indicated  in  the  provision  of  15a,  paragraph  3, 
where  stress  is  laid  upon  the  adequacy  of  the  transportation 
service.  It  would  reflect  certainly  my  thought  a  little  more 
clearly  here  if  it  should  be  said  that  the  public  interest  requires 
adequacy  of  service  and  that  the  rates  should  be  the  lowest  that 
are  consistent  with  that  adequacy  of  service  and  with  a  fair 
return  upon  the  value  of  the  properties.  Because  if  you  have 
to  choose  between  the  two,  the  adequacy  of  service  is  the  more 
important. 

DEBATABLE  WHETHER  CONSOLIDATION  ESSENTIAL  TO  RATE  REDUCTION 

"  The  second  part  of  what  I  have  read  (Par.  4,  S.  1870) 
states  that  it  is  impossible  to  accomplish  that  end — tliat  is,  the 
lowest  rates — without  the  further  consolidation  of  the  car- 
riers. That  end  is  getting  the  lowest  rates  consistent,  as  stated 
here,  with  a  fair  return.  That  last  proposition  is  not  indis- 
putable. We,  at  least,  do  not  know  that  it  is  impossible  to 
secure  the  lowest  rates  consistent,  as  I  would  say,  with  adequacy 
of  service  and  with  a  fair  return,  without  the  further  con- 
solidation of  carriers  and  unification  of  railway  properties. 
We  think  that  such  consolidation,  properly  safeguarded,  might 
tend  in  that  direction.  But  we  are  not  sure  that  reduction  in 
rates,  or  refraining  from  increase  in  rates,  can  not  be  accom- 
plished without  tnis  further  consolidation.  That  is  at  least 
a  debatable  proposition,  and  the  suggestion  is  that  it  is  not  well 
to  base  all  this  important  act  upon  a  foundation  that  is  not 
sure." 

United  States  Chamber  of  Commerce  : 

A  special  committee  of  the  United  States  Chamber  of  Commerce, 
of  which  Carl  R.  Gray,  president  of  the  Union  Pacific  Railroad  Co., 
was  chairman,  in  a  report  on  railroad  consolidations  dated  Novem- 
ber 6,  1923,  summarized  the  reasons  for  and  advantages  of  consoli- 
dation as  follows  (pp.  220-221,  Hearings  H.  R.  11212)  : 

The  committee's  findings  and  conclusions  may  be  summarized  as 
follows : 

1.  The  transportation  act  of  1920  was  intended  to  make  pos- 
sible the  completion  of  the  normal  process  of  railroad  grouping 
which  began  more  than  70  years  ago,  but  has  in  recent 
years  been  largely  suspended  through  the  operation  of  the  anti- 
trust laws  and  through  the  restricted  returns  to  the  carriers. 
Some  of  the  consolidation  provisions  of  the  act  have  been  so 
interpreted,  however,  as  to  prevent  or  delay  consolidations  and 
thus  far  little  has  been  accomplished  toward  reducing  the  1,600 
or  more  operating  and  lessor  railroad  companies,  essential  to 
the  existing  transportation  svstem. 

2.  The  act  protects  the  public  interest  by  prescribing  certain 
definite  principles  to  govern  railroad  consolidation  on  a  nation- 
wide scale  and  by  placing  in  the  Interstate  Commerce  Commis- 
sion complete  control  of  the  further  grouping  of  railroads. 
Such  grouping  is  no  longer  subject  to  the  Federal  and  State 
antitrust  laws. 
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S.  The  provisions  of  the  transportation  act  require  that  further 
consolidations  of  railroads  iiiust  l>e  approved  by  and  be  in  har- 
mony with  a  complete  plan  of  consolidation  to  be  adopted  by 
the  Interstate  Commerce  Commission.  This  plan  should  be  com- 
pleted as  early  as  practicable  and  every  facility  to  that  end 
should  be  afforded  the  commission,  if  Congress  adheres  to  this 
condition  precedent . 

4.  The  advantages  to  the  public  that  may  be  expected  from  a 
further  systematic  grouping  of  the  railroads  are  those  whicli 
have,  in  lai-ge  part,l»een  obtained  by  many  of  tlie  existing  svs- 
tems.    They  inchide-  '     " 

(a)  Development  of  a  limited  number  of  more  uniformly 
strong  and  stable  railroad  systems,  thus  giving  the  public  better 
assurance  of  adequate  and  efficient  service,  at  reasonable  I'ate.s 
fl'nci  lai  6s» 

(h)  Simplified  and  improved  rate  regulation  made  possible 
through  moie  uniformity  in  the  strength  and  the  traffic  cliar- 
acteristics  of  the  several  consolidated  systems  in  each  rate  dis- 
trict, and  permitting  more  ready  adjustment  in  accoi-dance  with 
the  economic  needs  of  the  various  sections  of  the  country  and 
classes  of  traffic  affected.  This  will  not,  however,  adversely 
affect  the  existing  rate  basing  points  or  the  established  princiiiles 
of  rate  making, 

(c)  Economies  in  construction,  maintenance,  and  operation 
which,  while  sometimes  exaggerated,  will  nevertheless  l)e  im- 
portant. 

(d)  Improved  car  service  with  wider  movement  of  cars  on 
their  home  systems,  greatly  lessened  necessity  of  car  interchange 
and  the  utilization  of  more  direct  routes,  better  grades,  and 
shorter  hauls. 

(e)  Preservation  of  competition  in  rates  subject,  as  at  present, 
to  the  limitations  imposed  by  Government  regulation,  and  main- 
tenance of  competition  in  service  or  often  the  enhancement  of 
oompetition  through  rivalry  between  systems  of  relatively  equal 
strength. 

The  negative  arguments  submitted  with  the  referendum  upon 
the  question  of  the  recommendation  of  the  committee  for  sup- 
plementary legislation  to  facilitate  consolidations  are  set  out  at 
page  55  infra. 

Senator  Cummins,  at  the  hearings  on  S.  2224  (1925),  said  (p. 

'*  There  was  one  great  concern  when  we  formulated  the  trans- 
portation act,  to  take  care  of  the  short  lines  and  to  keep  them 
running  in  the  service  of  the  people.  That  is  the  object  of  con- 
solidation, and  I  think  it  is  the  one  thing  that  will  determine 

whether  we  are  to  have  puljlic  or  pri\ate  ownership." 

CONTIA 

All  the  witnesses,  however,  have  not  been  so  positive  as  to  the 
certain  advantages  and  necessitv  of  consolidations  on  the  scale  pro- 

puiMl  by  the  Imiiaportition  act.' 
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Hon.  Joseph  B.  EASTsrAX,  then  chairman  of  the  Interstate  Com- 
merce Commission,  testifying  at  the  hearings  on  S.  1870  (1926) 
(,,.48,etseq.),said: 

POLICY  AS  Til  COXSOLUJATIONS — ECONOMIES 

"  Not  so  very  long  ago  the  dominating  opinion  in  this  country 
was  that  mergers,  consolidations,  or  unifications  of  railroaa 
properties,  whatever  they  might  be  called,  were  hostile  to  the 
public  interest  and  ought  to  be  restrained  by  law  in  order  that 
competition  might  reign  supreme.  The  thought  is  embodied 
in  any  number  of  Federal  and  State  statutes;  sometimes  in 
State  constitutions.  The  pendulum  has  now  swung  to  the 
other  extreme,  and  it  seems  to  be  the  dominant  opinion  of  the 
country,  at  least  in  many  important  and  influential  quarters, 
that  our  transport  at  ion  salvation  lies  in  the  way  of  widespread, 
radical,  and  almost  revolutionary  consolidations  of  railway 
properties.  In  1920  the  commission  was  of  the  view  that  the 
former  opinion  of  the  country  was  unfounded  in  many  respects 
and  that  the  door  should  be  opened  to  many  consolidations  or 
unifications  which  were  then  made  impossible  by  restraining 
State  or  Federal  laws. 

"  We  so  recommended  to  Congress  and  submitted  a  draft  of 
legislation  which  would  accomplish  this  purpose  and  which 
was  similar  in  many  respects  to  the  bill  which  we  now  submit. 
We  went  no  further  then,  however,  than  to  express  the  opinion 
that  the  door  should  be  opened.  Nor  do  we  believe  that  it  can 
be  demonstrated  except  as  the  result  of  actual  experience.  We 
have  an  impression  that  there  has  been  a  tendency  to  exagger- 
ate  the  possible  economies  and  other  advantages  of  great  con- 
solidations, and  we  have  been  strengthened  in  this  impression 
by  the  evidence  which  has  been  brought  to  our  attention  in  con- 
nection with  the  unifications  which  we  have  been  asked  since 
1920  to  approve.  We  think  that  the  country  ought  not  to  be 
led  into  the  belief  that  great  consolidations  of  railroad  proper- 
ties involve  any  probability  that  the  general  level  of  freight 
rates  may  thereby  be  substantially  reduced. 

"Economy  and  efficiency  of  operation  are  much  more  than 
a  matter  oi  size.  There  are  small  railroad  companies  which 
are  as  economically  and  efficiently  operated  as  any  of  the  great 
railroad  systems.  It  still  remains  a  question  how  far  a  single 
management  can  with  advantage  be  extended  over  railway  lines. 

COOPERATION 

"  It  is  quite  possible  also  that  the  idea  of  cooperation  deserves 
as  much  emphasis  as,  and  perhaps  more  emphasis  than,  the 
idea  of  widespread  consolidations.     *    *    *  " 

(Cites  improvement  of  service  and  absence  of  congestion  due 
to  car-service  division  of  American  Kailroad  Association  with 
aid  of  bureau  of  service  of  commission ;  cooperation  with  ship- 
pers through  advisory  committees;  expermients  by  carriers 
in  cooperation  with  employees.  Further  field  for  cooperation 
in  terminal  operations.) 
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"III  tills  connection  it  sliould  not  be  forgotten  that  railroad 

competition  often  involves,  a  waste  for  wMcli  some  one  must 
ptj.  lo  what  extent  tins  waste  is  compensated  by  advantages 
m  other  directions  is  a  question  still  open  to  debate.  Other 
fields  oi  coj^peration  which  may  be  fruitful  of  good  results,  but 

as  to  which  tliere  is  still  a  wide  diversity  of  opinion  are  the 

pooling  and  the  standardization  of  railroad  equipment 
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^  We  do  not  wish  it  to  be  understood  that  we  see  no  profit- 
able^ ad  van  taijes  or  benefits  in  the  further  consolidation  or  uni- 
tication  of  railroad  [)roi>erties.    On  the  contrar}'.  we  are  firmly 

Cersuaded.  that  socli  consolidations  or  unifications  may  often 
e  most  desirable.  We  do  not  believe,  however,  that  anyone 
now  knows  how  far  the  process  inav  be  carried  with  advan- 
tage or,  indeed,  without  positive  disadvantage.  Our  judff. 
ment  is  that  the  country  ought  not  to  he  rushed  headlong  into 
any  pgaiitic  plan  of  consolidation  which  may  later  prove  to 
be  lU-conceived  and  based  upon  mistaken  premises,  but  that 
It  ougM,  instead,  to  proceed  cautiously  without  any  undue  an- 
ticipation of  possible  beneficial  results,  feeling  its  way  along, 
step  by  step,  watching  and  analyzing  results,  and  allowing 
experience  to  guide.  A  very  important  matter  which  ought  not 
to  be  lost  sight  of  is  that  it  is  not  at  all  impossible  to  effect 
fPl^j'imtmm  with  a  prodigality  of  expenditure  or  incurred 
liabilities  that  will  nullify  all  good  results.  There  have  been 
many  instances  of  this  kind  in  the  past.  If  this  is  to  be  avoided 
constant  vigilance  and  close  supervision  are  necessary.  * 

lEKTlMENT  FOH  C'ONSOLIDATIOX  AKTOTCIAL 

In  his  partial  concurreec©  filed  with  the  plan  of  consolidation  of 
■tte^commMon  December  9,  1929,  Commissioner  Eastman  said  (159 
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"Such  sentiment  as  appears  to  exist  in  favoi*  of  the  consolida- 
tion of  railroads  into  a  veiy  few  great  systems  is,  I  believe, 
largely  aTlificiai  According  to  my  observation,  there  is  very 
little  sentiment  of  this  kind  among  either  sliippers  or  railroad 
oMicers.  For  tlie  most  part,  I  think  that  it  einanares  from  finan- 
cial circles  whicli  are  likely  to  reap  large  profits  from  the  mere 
process  of  putting  the  roads  together.  Furthermore,  there  is 
reason  to  believe  that  tlie  country  is  becoming  considerably 
aia.rm^d  by  the  progress  of  consolidations  and  unifications  among 
industries  m  general.  It  is  feared  that  control  of  industrv  is 
rapidly  passing  into  a  few  hands,  with  the  danger  that  we  shall 
become  predominantly  a  nation  of  clerks  and  subordinates.  Per- 
haps this  process  is  inevitable  in  some  lines  of  industry,  and  it 
may^eventually  be  the  fate  of  tlie  railroads.  But  there  is  so 
much  doubt  about  its  wisdom  that  I  see  no  reason  for  accelerat- 
ing the  process  in  the  case  of  the  railroads.  There  are  stron^r 
gi-ounds  for  belief  that  the  best  results  in  operatin*^  efficiency 
md  service  are  secured  wlien  a  railroad  system  is  sniall  enouo-h 

tuns 


so  that  the  executive  can  maintain  something  like  personal  con- 
tact with  the  employees  all  down  the  line  and  also  with  th« 
shippers  in  the  territory  served." 

Hon.  Frank  McManamy,  chairman,  in  his  concurrence,  said  (150 
[.  C.C.  695): 

conditions  PROMPTING  CONSOLIDATION  PROVISIONS 

"  The  purpose  of  the  consolidation  provisions  can  not  b€ 
clearly  understood  without  considering  the  conditions  under 
which  they  were  passed.  For  26  months  the  railroads  had  been 
under  Federal  control  and  were  about  to  be  turned  back.  Ten 
of  those  months  were  war  months,  during  which  the  railroads 
were  intensively  used.  For  about  six  months  following  the  war 
during  the  return  of  the  troops  they  were  also  fairly  busy. 
Then  traffic  fell  off  and  botli  the  railroads  and  the  public  be- 
came intensely  concerned  as  to  the  future  of  the  transportation 
system  of  the  country.  Due  to  increased  operating  expenses 
without  a  corresponding  increase  in  rates,  many  railroads  were 
bankrupt,  or  nearly  so,  when  taken  over  by  the  Government. 
Rates  had  not  been'adjusted  to  fully  meet  increased  costs  and  it 
was  generally  conceded  that  without  substantial  increases  in 
rates  private  operation  could  not  succeed.  There  was  general 
apprehension  that  the  transportation  system  of  the  country 
would  not  be  able  to  function  efficiently,  if  at  all.  Out  of  this 
came  the  consolidation  provisions  of  the  act.  What  followed! 
When  the  roads  were  turned  back  this  commission,  under  the 
authority  conferred  by  the  law.  took  steps  to  provide  increased 
revenues.  Relief  was  provided  in  extreme  cases  by  funds  appro- 
priated for  that  purpose  by  Congress.  The  railroads  came 
through  the  readjustment  period  following  the  war  in  belter 
shape  than  anv  other  major  industry,  and  to-day  they  are  in  far 
better  shape  nnanciany  and  physically  than  at  any  period  in 
their  history.  The  point  I  am  leading  up  to  in  this  brief  refer- 
ence to  conditions  surrounding  the  birth  of  the  consolidation 
provision  is  that  I  doubt  if  anyone  will  contend  that  under  pres- 
ent conditions  the  consolidation  provisions  would  have  become 
a  part  of  the  law.  Transportation  conditions  would  not  have 
justified  it. 

PRESENT  situation  OF  RAILROADS 

"  What  is  the  situation  now  ?  Never  have  the  railroads,  col- 
lectively or  singly,  been  in  as  good  condition  physically  anil 
financially  as  they  are  at  present.  The  weak  lines — that  is,  those 
which  actually  need  help — can  be  counted  on  the  fingers  of  one 
hand.  Equipment  is  ample,  and  our  inspectors  show  it  to  be  in 
better  condition  than  ever  before,  and  improvements  are  going 
steadily  forward.  Safety  devices  are  being  installed  at  a  rate 
never  before  even  considered.  Orders  for  new  material  and 
equipment  are  sufficient  to  cover  anticipated  needs.  There  has 
been  no  car  shortage  for  more  than  five  years.    Up  to  the  time 
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of  the  rewnt  Wall  Street  debacle,  carloatiings  were  iiiakiiw  new 
records  tliiiost  every  week,  not  ..pectaciilar,  but  a  steady  inwease. 
llie  gram  crop,  large  as  it  was,  m,oved  in  one  niontli  less  time 
tins  year  than  last.  'Net  ton-miles  per  mile  of  road  per  day 
gross  and  net  traiiilojids,  gross  ton-miles  per  train-hour  net  toii- 
iiules  per^car  day,  cars  per  train,  and  other  oiierating  I'ecoi-ds  by 
wliwli  efficiency  is  measured  are  all  better  than  ever  before"  r^- 
corded. 

"  Service  to  the  shippers  has  never  been  so  satisfactory.  Car- 
miles  per  car  daj  are  tlie  higliest  on  record  and  a  new  ivcord  of 
tverage  spmi  of  freight  trains  has  Just  been  made.  Dealers '  are 
said  to  be  carrying  smaller  stocks  than  ever  before  because  thev 
can  renew  without  delay.  The  principal  complaint  shippers  now 
have  18  witli  respect  to  the  level  of  the  rates,  and  improved  serv- 
ice IS  steadily  robbing  that  complaint  of  its  force.  '  In  view'  of 
tte  cone  itions  above  described  the  question  naturally  follows 
Mow  will  public  interest  be  promoted  by  the  creation  of  sucli 
huge  systems  as  are  here  proposed  I 

OlIGINAIi  PURPOSES  OP  COXSOLIDATIOX 

.»,n5L**"?P*!T,  "f  ^h^t  C?ng>^ss  h«d  in  mind  is,  first,  that 

Sr^d  TnttTranS.t?.?^f  "^  ^IT  ^"'^'V^'^^'^i  separate  Vmos  of 

raiiroia  into  brandies  of  trnnk-lme  systems  thereby  nrovidincr 

necessiiry  eouiBment,  facilities,  and  funds  to  assure  continued 
operation  ot  these  very  important  and  necessary  parts  of  thp 

Sl^w^  T^^'^i'^T^^  that  weak  lines  should  be  con 
aolidated  with  stronger  trunk  lines,  thus  assuring  continued  life 
'mdmmfulM^.  for  the  weak  lines;  and,  third,  that  the  public 
riiould  have  the  benefit  of  wliatever  increa.sed  efficiency  and  econ- 
omy nught  result  from  single  instead  of  multiple  'line  hauls 
Beyond  this,  consolidations  may  profit  those  whose  chief  f  unc- 

llTufr    "^  '^'^M^''''i^  P^f  corporations  and  market  the  securi- 
ties,  but  certain  it  is  that  the  public  will  not  benefit  thereby  " 
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Mr.  R.  C.  FuLBEWHT,  representing 
lieague,  testified  at  several  liearines. 
(1926)  (p.  90),  he  said:  '    ^ 


National  Industrial  Traffic 

At  the  hearings  on  S.  1870 


WlAK-tIMB  PlOmilllf  TOES  NOT  REQUIRE  WHOLESALE  COXSOLIDATIOXS 
ISSUfficlB^M^ 

K2^-^£'\il'i:il':r"^         ??^  ^^V^^'Y  -^  ^hese'S 
lines,  tliey  may  call  them  weak  lines,  short  lines,  that  really 

after  all  were  just  plant  facilities.    A  mine  or  a  lumber  com^ 

pany  DuiMs  a  road  out  to  its  timber  reserves  and  it  sets  out  its 

timber.    It  is  incorporated  as  a  railroad  so  it  can  get  a  divi- 

^A  t""^  "^^"^  *i^'!^  P^  ^  ^^^^  ^"^^^  cut  outfwhy  tily 
would  be  very  glad  to  have  some  line  come  on  and  take  them 

over,  unload  it  on  the  public.     *    *    *    Quv    lea  to^^u  is  t^ 


let  the  natural  economic  laws  take  tlieir  course  in  the  develop- 
ment of  the  transportation  systems  in  this  country.  It  has  done 
it  in  the  past.  Every  great  system  in  this  country  is  but  a  de- 
velopment of  numerous  smaller  lines.  And  we  believe  that  as 
the  time  goes  on  that  will  be  the  case.  And  there  is  no  immedi- 
ate demand  to-day  for  any  wholesale  revulsion  of  these  prin- 
ciples that  we  have  stooci  on.  *  *  *  We  are  opposed  to 
Congress  adopting  as  an  affirmative  policy  a  statement  of  policy 
tliat  the  railroads  of  the  country  should  be  consolidated  into  a 
limited  number  of  systems.  Your  policy  should  be  to  leave  the 
door  open  so  that  under  the  jurisdiction  of  the  Interstate  Com- 
merce Commission,  whenever  it  is  found  to  be  in  the  public 
interest  and  not  to  unduly  lessen  carrier  competition,  they 
should  authorize  these  consolidations,  not  in  this  liniited  way 
you  have  provided  in  section  5,  paragraph  2,  but  in  a  fuU 
measure.  An  actual  consolidation  as  mentioned  by  Commis- 
sioner Hall." 
He  stated  his  belief  that  many  weak-line  problems,  especially 
where  roads  have  been  l>uilt  into"  unprofitable  territory,  could  be 
worked  out  by  applying  differential  rates  until  the  country  is 
built  up. 

PRESENT  LAW  UNWORKABLE 

• 

Testifying  at  the  liearings  on  S.  1175  (1928),  Mr.  Fulbright  said: 
"  We  are  entirely  in  accord  with  the  statements  made  by 
Commissioner  Hall  that  the  present  law^  with  respect  to  con- 
solidations and  acquisitions  of  control  is  unworkable  and  that 
there  ought  to  be  substituted  for  it  a  statute  which  will  provide 
the  machinery  for  an  adequate  procedure  in  bringing  about  such 
unifications  or  consolidations  as  may,  under  certain  principles,  be 
found  to  be  in  the  public  interest.  We  think  tliat  ought  to  be 
done  without  further  delay  "  (p.  142). 


fiHIPPIXG  INTERESTS  DO   NOT  BELIEVE  LARGE  PROCiRAM  OF   COXSOLIDxiTION 

NECESS'ARY 

"  The  bill  which  you  have  before  you  has  been  formulated  by 
the  law  committee  of  the  Association  of  Railway  Executives. 
On  the  whole,  the  general  machinery  of  the  bill,  I  think,  is  ad- 
nurably  conceived  and  admirably  stated,  and  something  along 
this  line  ought  to  be  done.  We  want  our  position  clear  on  that, 
but  I  also  want  to  make  it  clear  that  the  shipping  interests  in  this 
country  do  not  believe  that  consolidations  are  necessary.  We  do 
not  believe  that  it  is  necessary  in  order  to  have  an  efficient  func- 
tioning of  our  transportation  machinery  that  there  should  be  any 
large  program  of  consolidation,  and  we  do  not  believe  that  Con- 
giess  should  go  further  than  to  make  a  permissive  plan  under 
^  hich  these  carriers  may  get  their  properties  into  better  balanced 
systems  as  they  see  their  needs.  Consolidation  is  primarily  a 
problem  for  financing  a  railroad  property  "  (p.  143). 
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WEAK-UXE  PItOBLEM  EZAGOERATED 

Continuing  his  discussion  he  said  (p.  151  et  seq.) : 
noHnJ*^'... /^  question  of  preservation  of  consolidations  and  thd 
pobcv  that  has  been  referred  to  in  the  prerious  testimony  before 

we  all  revere,    The  thought  was  tliat  there  were  numerous  weal 
hnes  that  were  incapable  of  continuing  to  serve  the  public  uS, 

S  tr^  ""^  f"''^'^  **^«  '^^^  under  thKi^j^lnd 

KJ  thfLr."^  '^"r*'  •'"»?>««  about  such  a  result;  i.  e, 
hayMgtheveak  hnes  taken  over  by  the  stronger  lines. 
^mnl^^i'K*""  *^""P'«' '«?«  *^e  provision  by  which  the  commis- 
S^^     An!;?h    P*"""""'  "^  readjusting  divisions  between  railroad 
Unes.    Another  was  a  provision  in  section  15a    thp  I«v«i;n.T 

trTCtL^  &f ''^^  '^°V'f  *'''^*  "'*."  consideration  all  of 
me  snoit  and  weak  hnes  and  take  care  of  them 

1  wish  to  state  at  the  outset  that  the  short  and  weak  lino 

is  a  popular  theme.    Many  tears  have  been  sl^d  abmft    he 

short  and  weak  line,  but  the  problem  has  been  gVa^lv  ewLer 

•ted  as  Mark  Twain  remarked  about  reports  of  Cown  S" 

With  all  due  resi>ect  to  Senator  Cummi'ns,  he  reached  his  con 

thK^wKLV*^  railroad  corporations  without  going  back  of 
?n  S„V^  f^  whether  or  not  this  or  that  railroad  corporation  was 

dus^n'  t/^*^,f  m  """t  ^y^™;  «»'l  he  reached  the  Tn' 
elusion,  and  stated  before  this  committee  some  two  veara  a^o 

cSted  4LJ:Th  ?PP™^''»«tely  60,000  miles  of  L^hi  tlie 

united  Mates  that  were  not  and  could  not-  r«>fi«nn«KKr  ^^iZ 
eon^pensatoiy  return  unless  there  wT^mehe^p.'^Statement 
had  appended  to  it  a  detailed  check  of  a  nuXr  of  the^TaU 

roads  n'liich  had  not  for  thviu,  Tm«w,  «„  "'^"^"^i  "^  tnese  laii- 

tho^  were  the  shorLdweakTinL.'^'"  '''™''*  '  ^'  '=^"*'  «"'^ 

with  Wm  a^ndl^",  V-"^^"  T*^?  P'j"''=  *h'«  "'^t  I  ^^k  it  up 
witn  mm  and  ga^e  him  an  analysis  of  some  of  tiieni  and  T  hnr.„ 

^^i^St^sCrthath'" r'^'-  ''"'^'^  '"^^  analyrXVl'r 

^or  in?t„Z™  !t  ♦"*  concerned  over  a  lot  of  railroads  that, 

accoi  aing  to  his  own  statement,  did  not  need  succor  " 

He  then  enumerated  roads  with  an  aggiegate  mileage  of  12  «s  mU^c 

out  of  a  total  m  their  group  of  15,342^SiilfrX-?Xd  ief  cla    ed 

by  Senator  Cummins  as  weak  roads,  but  which  were  in  fact  ^nS 

anes  of  strong  systems.  "  s,ubsidi- 

ii   Jt^        III:      ~M        \T  .  1 

in  <,f.-Pn,rfh„ni«^'' Jfi'"'"^'  *''fV«  many  benefits  tliat  can  come 
m  stiengthening  a  fanancial  structure  through  consolidation^ 
We  do  not  take  issue  with  the  railroads  oirthat.  We  tS 
those  problems  as  to  what  they  mean  can  be  worked  out     m 

t^l  !^r  r  ^''*/'  *•»"*  "'.*»»«  ^«*'^  «"t  oi  thes^  plans  when 
they  come  before  the  commission,  competition  shall  L  subrUn 
tially  preserved.    *    *    * "  '  ""  suosian- 

"    i-l  ?°  "**''.  ''""'^  ^"**  ought  to  consider  that  brini'inir  about 
coj^hdations  into  a  few  systems  is  such  a  major  problem  o 

mainfnrlT.n  ?^W  ^^'A  '•^™'.»'>ing  group    thi^  smal^re 
mauung  group  that  Senator  Cummins  listed,  the...  is  a  substan- 


tial number  of  lines  that  were  plant  facilities  pure  and  simple 
in  their  construction,  and  that  has  been  the  major  purpose  of 

their  existence.    ♦    *    * " 

**Mr.  Thom.  You  were  speaking  about  something  not  being 
a  major  problem.    You  meant  the  weak  line  ? 

"Mr.  FuLBRiGiiT.  Yes. 

"Senator  Couzens.  You  also  meant  that  consolidation  was 
not  a  major  problem,  did  you  not? 

"Mr.  FuLBRiGHT.  I  do  not  think  that  consolidation  is  such  a 
problem  that  Congress  should  say  that  there  should  be  consoli- 
dations. The  shippers  do  not  say  that  there  should  be  consoli- 
dations. They  say  that  consolidations  are  not  going  to  reduce 
our  freight  rates.  It  will  accomplish  certain  things  for  the 
benefit  of  the  man  who  owns  a  particular  railroad ;  and,  there- 
fore, we  think  there  ought  to  be  a  permissive  system,  and  we 
think  that  permissive  system  should  carry  with  it  a  machinery 
and  the  machinery  devised  in  this  bill,  as  I  stated  previously, 
is  an  admirable  piece  of  work  in  that  respect.  We  think  Con- 
gress shoukl  put  it  through  without  delay.  But  we  do  not 
want  to  face  the  possibility  of  the  thing  happeninc:  that  is  to-day 
happening  under  paragraph  2  of  having  railfoads  put  into 
one  without  regarcf  to  competition  in  this  country.  This  situ- 
ation, we  think,  is  important  to  correct  through  legislation. 

♦     ■  •  •  •  •  «  m 

"Mr.  Thom.  May  I  ask  a  (question,  :Mr.  Chairman? 

"Senator  Couzens.  Certainly. 

"  Mr.  Thom.  I  think  some  confusion  is  arising  as  to  the  posi- 
tion of  the  shippere  as  it  has  been  presented.  My  understand- 
ing of  your  statement  of  what  the  shippers  consider  to  be  of 
public  interest  is  that  a  way  should  be  provided  of  a  permissive 
character  whereby  proper  consolidation  shall  take  place. 

"Mr.  FuLBRiGHT.  Most  emiihatically  we  do  want  that  done 
and  we  want  it  done  at  tlus  session  of  Congress  if  it  can  be 
done. 

"  Mr.  Thom.  You  were  stating  of  certain  things  being  major 
problems.  You  were  not  speakoig  of  consolidation  not  being 
a  major  problem,  but  of  the  short  or  weak  line? 

"Mr.  FuLBRiOHT.  I  think  it  is  a  major  problem  for  this 
committee  to  provide  machinery  in  order  that  permissive  con- 
solidations may  be  accomplished  when  they  are  in  the  public 
interest.  I  do  not  think  there  is  anything  you  can  do  that  is 
more  important  just  at  this  time  than  to  work  this  out." 

United  St.^tes  Chamber  of  Commerce— Negative  Arguments  : 
The  negative  arguments  submitted  by  the  United  States  Cham- 
mr  of  Commerce  with  its  i*eferendum  of  March  22,  1924,  enumerated 
the  following  objections  to  a  policy  of  consolidation   (p.  254-255 
Hearings  H.  R.  11212) : 

There  should  be  no  relaxation  of  the  rule  that  comi>etition 
must  be  fully  preserved,  and  in  no  case  should  consolidation 
of  parallel  competitive  lines  be  allowed. 

No  general  redistribution  of  railway  properties  can  be  brought 
about  without  changing  seriously  the  existing  routes  and  chan- 
nels of  trade  and  commerce. 
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It  is  impossible  to  rearrange  tlie  railwaj'  properties  so  as  to 
produce  systems  of  eciiwil  strength,  operating  at  the  same  tost, 
and  earning  tlie  hanie  rate  of  return.  The  larger  the  proposed 
systems,  the  more  difficult  it  will  be  to  equalize  these  factors. 

No  important  economies  of  operation  can  be  brought  about  by 
consolidation.  On  the  other  hand,  looser  supervision  will  prob- 
ably increase  operating  costs. 

A  few  great  railway  systems  will  produce  an  undue  centrah- 
jsttion  of  power  in  a  few  hands.  Commercial  development  will 
be  largely  controlled  by  a  small  handful  of  railway  magnates. 

Great  systems,  20,000  mile,  and  over,  if  fmancially  successful, 
will  be  powerful,  arrogant,  and  indifferent  to  shippers'  needs. 

Such  svsteins,  if  not  successful,  will  produce  a  far  more  seri- 
ous problem  than  any  we  now  have.  There  will  then  exist  no 
power  but  the  Government  adequate  to  take  over  such  properties. 

The  plan  is  nothing  but  gigantic  experiment  of  doubtful  re- 
sults. The  promise  of  benefit  is  vague  and  uncertain ;  the  proba- 
bility of  injurious  results  is  great.  .       ,  . 

There  is  no  sufficient  information  available  for  undertaking 
the  consolidation  of  railways  upon  a  wholesale  scale. 

MlMNB^BOTA  MemBEHS  OF  THE  H0U8E :  .      ,      ,  ^ 

At  the  hearings  on  S.  J.  Res.  161  ('Tlst  Cong.,  2d  sess.)  the  Mem- 
bers of  the  House  from  Minnesota  filed  the  following  statement  in 
support  of  that  resolution  (p.  2*2) :  ^  ,      ^  „      . 

«  The  said  Members  favor  said  resolution  on  the  following, 
among  other  grounds,  to  wit: 

**  1.  Tbat  the  meiger  of  two  or  more  railway  properties  will 
provide  no  benefit  to  shippers,  and  no  evidence  has  been  given  to 
the  country  that  such  mergers  will  result  in  a  reduction  of  rates 
or  other  benefits  to  the  public. 

«  2.  That,  in  our  opinion,  the  consolidation  of  any  two  or  more 
railroads  at  the  present  time  is  immature  and  against  public 
policy,  and  especially  immature  for  the  reason  that  no  definite 

flan 'for  the  unification  of  the  many  railroad  systems  within  the 
Inited  States  into  unified  and  limited  systems  has  been  sub- 
mitted by  the  Interstate  Commerce  Commission  in  accordance 
with  paragraph  4,  of  section  5,  of  the  transportation  act  of  1920. 
**  3.  That  no  consolidation  or  merger  of  any  railways  into  one 
unified  system  is  practical  at  the  present  moment  for  the  reason 
that  the  Interstate  Commerce  Commission  has  not  now  prepared 
and  submitted  to  the  country  a  valuation  of  the  various  railroad 
systems  in  conformity  with  the  recent  decision  of  the  United 
States  Supreme  Court  in  the  O'Fallon  case,  as  contemplated  by 
subsection  B  of  paragraph  6,  of  section  5,  of  said  transportation 

"  4.  That  the  consolidation  contemplated  in  the  application  by 
the  Great  Northern  and  Northern  Pacific  Railway  Cos.,  as  now 
before  the  said  commission,  will  result  in  a  distinct  reduction 
in  the  number  of  employees  of  said  two  railways,  and  further 
emphasize  the  present  distressful  unemployment  situation,  with 
resulting  distress  to  a  great  number  of  families  of  such  em- 
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ployees,  and  which  will  have  the  same  results  in  the  consolida- 
tion of  all  other  railways. 

*;„"  ^'  •n'l" *  ^J  *^®  said  proposed  consolidation,  many  communi- 
ties will  be  adversely  affected  in  the  reduction  in  the  number  of 
division  points  of  said  railways  and  in  the  elimination  and  aban- 
donment of  many  railroad  shops  and  other  railroad  activities, 
with  a  resulting  and  drastic  reduction  in  the  value  of  private 
property,  in  the  value  of  property  of  those  who  have  in  good 
faith  on  the  strength  of  such  industry  invested  their  capital 
in  business  enterprises  and  in  the  construction  and  purchase  of 

nr,?ff  ^^,Tl^7%^tl^^^^°^,^''}'^  railroads  and  in  other  enter- 
^f^'f  the. be  lef  that  said  d  vision  points  and  shops  and  other 

a^H^cL^^^  ^  ^^"^  '^°"'*^    '■^'^'°    permanent    in 

"  6.  That  in  order  to  effect  such  consolidation,  new  coroora- 
tions  will  be  organized  in  the  nature  of  holding  companies  to 
control  said  consolidated  properties,  that  said  corporations  will 
be  organized  under  the  laws  of  State  and  States  foreign  to  the 

^  l^  ''i'*'""  ^^'^^  ^"^^  consolidated  railroad  will  be  operated, 
and  to  deprive  State  authorities  from  the  exercise  of  anv 
authority  over  said  consolidated  railroad  properties  and  will 
deprive  the  States  of  their  right  and  power  in  the  matter  of 
taxation  of  said  property  in  the  individual  owner  of  the  stock 

"TU"''  u""^"™^  ^""^  inheritance  tax  purposes. 
th.    'Ir      P  '"^"^  consolidation  there  is  no  assurance  given  to 
the  public  of  any  reduction  in  freight  and  passenger  rates  and 
corresponding  benefit  to  the  public.  ^       ^  " 

datiLs  wil/7,f  SnT  •^'■''''^  T*!.^''  ^^'^  proposed  consoli- 
r,u^hl  Z!  ^  seriously  impaired  by  the  reduction  in  the 
number  of  trains  and  m  the  elimination  of  railway  shops  and 

''*«11'  "'t'*."*"'?^  "''=''^^»*  *°  railway-transportation  servke 

J.    1  hat   said   proposed   consolidations   will   result   in '  no 
beneficial  service  to  either  the  general  public  or  to  the  public 

consoMaS.''  ^  "''  ""^^''^  '^'''"'  ^«  proposed  to  te 

ur^*^'"'*!''®  antitrust  laws  heretofore  enacted  to  protect  the 
public  from  the  severity  of  monopolistic  ownership,  and  which 
an^Jr^-^iT^^  ■*"?■  V^^f^lness  in  retaining  confpetitive  con 
ditions,  will  be  ^riously  impaired  if  not  actuaUy  made  nugatorv. 
11.  Ihat  in  the  enactment  of  the  transportation  act  of  1920 
It  was,  we  contend,  the  intent  of  Congress  that  that  act  in  its' 
operation  was  limited  to  the  consolidation  of  continuous  ra  Iwav 
systems,  and  it  was  clearly  the  intent  of  Congress  not  to  permit 
syste'.^  **"  ***  P'™"'^  ""'I  competini  railway  li^s  or 

'■'  l^'-  -^^i®  ""  established  fact  that  an  emergency  situation  now 
exists  in  the  matter  of  proposed  consolidation  of  many  of  thT 
competitive  railway  lines  throughout  the  United  States,  knd  that 
there  IS  nnmment  danger  that  unless  this  resolution  is  promptly 
tft«'„;t;i  '".'**  eonsohdations  will  go  forward  and  obtaii 
^e  sanction  and  approval  of  the  Interstate  Commerce  Com- 
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« 18.  We  further  contend  and  respectfully  submit  to  your 
committee  that  no  application  for  the  consolidation  of  two  or 
more  railway  systems  should  have  the  approval  of  the  Interstate 
Commerce  Commission  until  complete  and  comprehensive  plans 
for  the  consolidation  and  unification  of  all  railway  systems  in 
the  counti-y  have  been  completed  in  order  that  a  symraetrical 
structure  may  be  had,  and  the  total  number  of  consolidations 
and  unifications  be  in  the  interest  of  the  entire  American  people. 

Hon.  Chaiub  Wmwimi,  chairman  Iowa  Railway  Commission 
(Hearings  S.  J.  Mes.  161,  (1930)  p.  239) :  .  •    .u  .  •. 

**  My  understaiiding  of  the  transportation  act  is  that  it  was 
ptSBed  for  the  primary  purpose  of  enabling  absorption  by  strong 
roads  of  the  maker  and  not  of  other  strong  competitive  roads, 
largely  parallel  with  their  own  lines. 

"  If  the  necessity  ever  existed  for  the  wholesale  consolidation 
of  railroads,  I  do  not  believe  it  exists  now,  especially  in  view 
of  the  manner  in  which  the  American  Railwav  Association 
functions.  The  wholesale  consolidation  of  railroads  would  make 
their  operation,  in  my  opinion,  unwieldy  and  would  throw 
thousands  of  men  out  of  employment  and  possibly  ruin  many 
cities  and  towns  that  have  been  built  up  under  the  present  ar- 
rangement. It  would  not  reduce  rates,  according  to  testimony 
in  the  original  proceeding  before  the  Interstate  Commerce 

Commission.  _ 

«  The  Interstate  Commerce  Commission,  of  course,  was  com- 
manded to  prepare  a  plan  and  it  has  done  so  to  the  best  of  its 
ability ;  and  this  is  not  intended  to  criticize  its  action. 

Th©  foregoing  expresBions  of  opinion  have  been  given  under  the 
d  "  Reasons  for  consolidation."   Closely  connected  is  the  subject : 

ADVANTAGES  OF  CONSOLIDATIONS 

HoovM,  Secretary  of  Commerce  (Hearings  S.  2224 

ECONOMY  IN  OPIKATION 
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Hon. 
(liai)'",  p.  17) : 


*  The  third  group  of  major  rMMins  for  consolidation,  and  one 
that  perhaps  has  been  uniuly  emphasized,  is  the  economy  m 
optrition.  There  would  be  undoubted  economies,  not  so  much 
in  overhead  as  in  the  better  handling  of  traffic,  and  better  utili- 
ittion  of  common  terminals  and  other  facilities,  the  wider  use 
of  home  cars,  more  direct  routing,  and  more  universal  stand- 
ards and  cheaper  maintenance  of  equipment.  A  large  problem 
in  this  connection  is  the  consolidation  of  freight  terminals,  to 
which  the  first  contribution  must  be  the  consohdation  of  sys- 
tems which  utilize  the  broadening  or  consoEdation  powers. 

**  Now,  aside  from  railway  rates,  there  are  many  charges  which 
eiin  be  saved  to  the  shipper  in  better  terminals,  for  the  delays 
in  discharge  and  loading,  etc.,  are  all  costs,  sometimes  greater 
than  the  railway  charges  themselves." 


Senator  Cummins,  on  the  question  of  economy  in  cost  of  operation 
as  a  result  of  consolidation,  said  (p.  73,  Hearings  S.  2224  (1925)) : 

ECONOMY  OF  OPERATION  NEGLIGIBLE  FACTOR 

"  I  would  lilip  to  say  at  this  point  that  as  the  author  of  the  bill 
the  saving  in  the  coflit  of  operation  was  a  negUgible  factor  in 
my  mind.  There  is  a  great  difference  of  opinion  with  regard  to 
the  saving  that  could  be  effected.  Some  experts  say  we  could 
save  from  three  hundred  million  to  five  hundred  million  dollars 
a  year;  others  say  the  saving  would  be  very  small.  That  was 
not  my  purpose  in  introducing  the  bill  and  seeking  the  consoli- 
dation. The  whole  purpose  was  to  keep  the  railroads  of  the 
country  running  at  the  lowest  practicable  rates  of  transporta- 
tion. It  was  introduced  because  I  believe  that  if  there  be  not 
a  consolidation  there  are  just  two  alternatives — a  large  part  of 
the  railways  of  the  United  States  must  be  abandoned,  or  the 
Government  must  take  charge  of  the  transportation  system  and 
operate  it  at  the  public  cost. 

"  The  Chairman.  You  are  attempting  to  get  rid  of  the  diffi- 
culties now  involved  in  the  recapture  clause? 

"  Senator  Cummins.  The  recapture  clause,  so  called,  was  put 
into  the  transportation  act  as  a  makeshift — as  a  stop-gap.  It 
was  put  in  because  it  seemed  to  be  necessary  to  do  it  pending 
the  consolidation,  which  I  have  always  hoped  would  be  brought 
about  and  which,  once  effected,  would  make  unnecessary  en- 
tirely the  so-called  recapture  clause. 

"  The  Chair^ian.  In  other  words,  a  system  could  be  so  con- 
structed that  the  sparsely  settled  and  weak  communities  could 
be  served  by  the  other  portions  of  the  community  within  that 
system  that  would  have  an  excess,  and  it  would  all  come  under 
the  same  system,  two  or  three  lines  beins  made  one. 
,  "  Senator  Cummins.  Precisely.  I  w'ant  to  say  frankly  that 
if  this  bill  is  to  be  voted  up  or  voted  down  on  the  basis  of  sav- 
ing that  would  be  effected  by  consolidation  in  operation  alone, 
I  have  not  sufficient  basis  for  urging  it,  and  I  would  like  to  hear 
the  discussion  go  forward  upon  the  other  lines,  the  necessity 
for  consolidation,  in  order  to  preserve  to  the  people  of  the  coun- 
try an  effective  railroad  service,  without  passing  that  service 
into  the  hands  of  the  Government." 

Mr.  Alfred  P.  Thom  : 

MFFEREXCE  OF  OPINION  AS  TO  ECONOMY 

"  I  would  not  be  frank  with  the  committee  if  I  did  not  state 
that  a  good  deal  of  expert  opinion  among  railroad  people  is  to 
the  effect  that  the  idea  of  economy  can  be  overestimated  as  a 
cause  for  consolidation.  There  is  a  difference  of  opinion  among 
men  on  that  subject."   (Hearings  S.  2224  (1925),  p.  67.) 
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PROBABLF  ECONOMIES 

^1.  With,  mimbcr  O'f  roads  in  a  single  system,  probably  pos- 
sible to  discontinue  some  service  on  useless  lines  furnishing  a 
'duplicated  service. 

2.  A  given  system  will  be  able  to  do  busimjss  on  its  own  lines 
by  shortei:  hauls  and  have  choice  of  routes. 

3.  Opinion  of  railway  men  that  there  will  not  be  much  saving 
hj  decrease  of  labor. 

4.  Probably  saving  by  purchases  on  larger  scale,  and  larger 
carrier  could  borrow  money  on  better  terms.  (Hearings  S.  2224, 
p.  68  et  seq.) 

ADVAXTAOES    OF    CONSOLIDATION    ASIDE    FROM    ECONOMIES 

1.  Solution  of  weak  road  problem   and   creation  of  self- 

stipporting^  systems. 

2.  Sustained  earning  capacity  of  these  systems  and  better 

creoit. 

3.  Strong  instrumentalities  throughout  system,  so  public  can 
insist  on  ade(juate  service,  instead  of  some  weak  lines  with  in- 
adequate  service. 

4.  Greater  facility  in  distributing  traffic  and  avoiding  con- 
gestion. 

5.  Larger  variety  of  traffic  available  to  larger  system,  with 
nwilt  that  revenue  burden  can  be  better  distributed.  (Hearinfis 
S.  2224,  p.  80  et  seq.) 

Eepeats  statement  that  some  economies  might  be  exaggerated. 

Economies  effected: — ^Use  of  most  direct  route.  (Hearings 
S.  1870,  p.  151,  et  :seq.) 

Large  systems  will  be  handled  by  decentralization  of  manage- 
ment, elimination  of  switching,  standardization  of  materials, 
concentration  of  purchases,  sending  of  traffic  by  shorter  routes, 
and  elimination  of  interline  accounting. 

Greater  ability  to  utilize  shops  and  equipment  on  all  parts  of 
system  to  maximum  extent 

Freight  cars  of  system  will  be  "  at  home  "  on  all  parts  of 
system  so  can  be  put  in  service  without  limitation  and  can  be 
fully  repaired  where  they  are. 

Eeduction  of  number  of  systems  will  result  in  reduction  of 
miinber  of  executives  and  result  in  easier  obtaining  of  uniform 
policies  and  simplify  dealing  of  roads  with  each  other. 

Simplification  of  regulation  by  Interstate  Commerce  Com- 
mission with  smaller  number  of  systems.    (Quoting  from  article 
by_  Walker  D.  Hines,  p.  154.) 
(This  article  was  written  by  Mr.  Hines  for  the  Harvard  Business 
Keview,  July,  1923,  under  the  head  of  "  The  relationship  of  the 
Burlington-Great  Morthern-Korthern  Pacific  group  to  the  Federal 
railroad  consolidation  law.") 
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Mr.  Bbn  B.  Cain,  General  Counsel,  American  Short  Line  Railroad 
Association : 

Importance  of  consolidation — 

Making  short  or  weak  line  part  of  larger  systems  permits 
improvements  in  system  which  can  not  be  afforded  by  weak  road. 
Saving  in  operation  of  full  trains  and  full  pwer. 
Fluctuations  in  earnings  of  short  lines  avoided  by  incorpora- 
tion in  larger  systems.     (Hearings  S.  1870  (1926) ,  p.  293,  et  seq.) 

Dr.  C.  S.  Duncan  (Hearings  H.  R.  11212  (1926)  pp.  36-39) : 

ECONOMIES 

"There  have  been  claims  and  counterclaims  with  respect  to 
the  possible  savings  which  may  be  realized  through  a  system  of 
consolidations.  Ihere  is  no  agreement  among  students  of  the 
question  with  respect  to  this  matter.  As  indicated  before,  the 
consolidations  which  have  taken  place  in  the  past  admittedly 
gave  to  the  public  a  superior  quality  of  service  at  lower  rates. 

*'  How  much  further  we  can  go  in  realizing  economies  from 
large-scale  production  of  transportation  service  is  an  open  ques- 
tion. Here  again  is  the  individual  case  for  individual  analysis 
and  study. 

"  The  possible  sources  of  savings  through  consolidating  rail- 
roads into  large  systems,  which  have  been  touched  upon  by  those 
who  have  discussed  the  matter,  may  be  enumerated  as  follows : 

*'  First.  A  small  amount  of  savings  may  be  possible  in  over- 
head expenses  or  in  superintendence.  No  one  here  claims  any 
substantial  or  important  reduction  in  expenses  and  some  claim 
that  there  is  no  possibility  of  savings  at  all. 

"  Second.  There  may  be  savings  in  interline  accounting. 
There  is  more  general  agreement  that  a  saving  worth  while  may 
be  had  from  centralized  accounting  on  a  large  system,  as  con- 
trasted with  a  number  of  indepndent  accounting  systems,  where 
organization  duplicates  organization,  and  also  by  a  reduction  in 
the  actual  need  of  accounting  from  interchange  of  traffic. 

"  Third.  Attention  has  been  called  to  the  possibility  of  saving 
m  printing  where  all  of  the  printing  is  done  by  a  central  man- 
agement for  an  extensive  system,  rather  than  by  individual 
companies  that  may  constitute  that  system. 

"Fourth.  It  is  suggested  that  there  may  be  savings  in  tariff 
publications.  This  would  be  an  avoidance  of  dupHcate  tariff 
publications  for  each  of  the  constituent  campanies. 

"Fifth.  Reference  is  frequently  made  to  the  possibilities  of 
savings  in  the  purchases  of  materials  and  supplies  by  buying 
larger  quantities  than  would  be  needed  by  the  individual  smaller 
constituent  companies. 

'\u^^^^'  ^^"^®  *^^^^  *^^^  through  a  standardization  of 
methods  and  practice,  and  equipment,  machines  and  parts,  some 
savmgs  naay  be  realized  by  a  large  system  that  would  not  be  pos- 
sible to  the  constituent  companies  of  that  system. 
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"  Seventh.  It  is  quite  generally  agreed  that  there  is  a  possi- 
bility of  saving  in  many  cases  by  fewer  and  larger  repair  shops, 
which  would  be  possible  on  a  consolidated  system  and  not 
possible  on  the  lines  of  the  constituent  companies. 

"  Eighth.  It  is  furtlier  suggested  that  possibly  a  large  con- 
solidated road  could  make  more  economical  use  of  equipment 
than  could  a  number  of  small  constituent  companies,  due  to  the 
fact  that  every  road  must  have  different  types  of  cars  to  handle 
peak  loads  of  commodities  demanding  special  types  of  cars, 
and  that  a  small  road  would  not  have  sufficient  traffic,  or  suffi- 
ciently diversified  traffic  to  make  the  most  efficient  use  of  all  the 
I'equired  equipment. 

"  Ninth.  There  is  also  the  saving  from  a  more  direct  routing 
of  freight,  where  a  consolidated  system  absorbs  a  more  circui- 
tous but  parallel  line.  The  use  of  the  direct  line  for  commodi- 
ties  demanding  fast  service,  free  from  the  possible  obstruction 
of  slow  freight  which  may  be  directed  by  a  more  roundabout 
route,  will  be  possible  in  the  consolidated  systems  of  these 
carriers. 

"  Tenth.  Where  a  system  is  sufficiently  enlarged  througli 
consolidation,  there  may  be  an  advantageous  enlargement  and 
improvement  of  terminals  with  certain  resultant  savings  in 
terminal  operations. 

"  Eleventh.  Mention  is  also  made  of  the  possibility  of  elim- 
inating unnecessary  duplicated  service  which  is  now  afforded  the 
public  by  a  number  of  independent  companies  that  might  be 
brought  under  a  aiiigle  concentrated  management  and  the  pub- 
he  might  he  more  efficiently  served  with  fewer  facilities. 

"  Twelfth.  Another  source  of  possible  saving  is  pointed  to, 
where  there  is  an  opportunity  for  the  merging  parallel  lines 
into  a  single  consolidation,  and  the  using  of  these  parallel 
tracks  in  lieu  of  double  tracks,  without  further  duplication  of 
lacilities  and  additional  capital  expenditures,  with  certain 
resultant  savings  in  operation." 

GElf:iaAL  ADVA,NTA€H8  OF  AND  HEASONS  POK  CONSOLIDATIONS 

"First.  Progjressive  development  in  consolidating  railroads 
has  been  a  continuous  factor  in  railroad  history  and  is,  therefore, 
no  new  thing. 

"  Second.  Further  progress  has  been  for  some  vears  re- 
tarded by  the  Sherman  antitrust  law  and  the  Clayton  Act, 
and  even  under  the  transportation  act  progress  has  been  impeded 
by  the  requirement  of  an  artificial  program  and  by  the  lack  of 
legislative  machinery  to  bring  consolidations  into  effect. 

"Third.  Public  opinion,  as  shown  by  the  acts  of  Congress 
and  the  repeated  messages  of  the  President,  has  apparently 
indorsed  the  principle  of  such  further  consolidation  as  may  be 
justified  by  the  advantages  to  the  public  in  the  way  of  superior 
service  at  the  lowest  cost  commensurate  with  adequate  returns." 

Mr.  Efwrarr  S.  Lovbtt,  chainnan  of  the  board  of  directors  of  the 
Union  Paciic  Railroad  Co.  (Hearings  H.  E.  11212  (1926),  p.  76  et 
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Believes  that  extension  and  development  of  railroad  systems 
will  prove  greatly  to  the  public  benefit  in  many  ways  such  as 
simplifying  corporate  organization,  bettering  financial  arrange- 
ments, improving  service,  effecting  economies,  in  caring  for  the 
weak  lines  obtainable  at  a  fair  price,  and  in  various  other  ways. 

SAVING  IN  EXPENSES  EXAGGERATED 

Believes  that  the  saving  in  expenses  has  been  greatly  exagger- 
ated in  the  public  mind.  Some  reduction  in  competitive  solicit- 
ing agencies.  Saving  in  consolidation  of  accounting  offices 
will  not  be  large.  Weak  lines  generally  operated  without  regard 
to  union  rules,  regulations  or  rates  of  pay.  When  strong  line 
acquires  such  road,  it  is  obliged  to  extend  standard  union  rules 
and  rates  of  pay,  with  result  of  immediate  jump  of  operating 
expenses. 

CONSOLIDATIONS  BENEFICIAL  BUT  WILL  NOT  SOL\'E  RAILROAD  PROBLEM 

"  So  I  say  that  while  consolidations  will  be  beneficial  they 
will  not  solve  the  railroad  problem.  That  will  be  with  us  until 
the  public  realize,  as  they  are  coming  to  realize  as  never  before, 
that  the  railroads  of  this  country  are  with  rare  if  any  excep- 
tions honestly  and  efficiently  managed  to  perform  the  best  serv- 
ice they  can  give  the  public  with  the  means  at  their  command ; 
that  all  their  operations  are  under  the  closest  scrutiny  of  Gov- 
ernment officials  to  protect  the  public  interest;  and  that  the  only 
possible  way  for  the  public  to  obtain  adequate  and  satisfactory 
railroad  service  is  to  treat  the  railroads  and  railroad  investors 
fairly  and  allow  them  to  operate  in  a  friendly  atmosphere  at 
rates  sufficient  to  provide  the  service  and  pay  a  fair  return  upon 
the  capital  represented  by  the  railroads  "  (p.  77). 

ECONOMIES  OF  CONSOLIDATION  NOT  SUFFICIENT  TO  REDUCE  RATES 

"Mr.  Newton.  Judge,  ever  since  the  passage  of  the  transpor- 
tation act,  or  almost  since  that  time,  there  has  been  a  good  deal 
of  talk  from  the  public  platform  every  now  and  then,  but  more 
from  the  newspapers  and  magazines,  advocating  the  consolida- 
tion of  railways  of  the  country;  and  it  has  been  claimed  that 
one  of  the  great  benefits  flowing  to  the  general  public  from  a 
general  consolidation  would  be  the  resulting  economies  which 
would  bring  a  reduction  in  freight  rates.  Now,  I  take  it  from 
your  statement  that  you  do  not  believe  that  there  would  be  any 
great  economies  effected  and,  consequently,  no  re.=^ulting  reduc- 
tion in  the  freight  rates.    Am  I  correct  in  that? 

"  Mr.  LovETT.  I  think  you  are.  There  would  be  some  econ- 
omies, of  course,  in  consolidation;  but  they  would  be  offset  in 
many  instances  by  additional  expense,  so  that  on  the  whole  I 
believe  the  amount  that  will  be  saved  from  consolidations  has 
been  very  much  overestimated.  I  do  not  believe,  answering 
3'our  question  more  directly,  that  the  economies  will  be  sufficient 
to  justify  a  reduction  in  the  freight  rates  under  conditions  here- 
tc^fore  existing  "  (p.  77-78). 
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"Mr.  HocH.  If  no  great  economies  are  to  be^  expected 
tliKiiifli  consolidation,  the  only  reason  for  consolidation  ad- 
yanced  so  far  that  I  have  heard,  so  far  as  the  public  interest 
is  concerned,  is  to  meet  this  so-called  problem  of  the  weak 
lines.  Is  there  any  other  great  or  primary  reason  for  con- 
solidation that  you  have  to  suggjest  to  ust 

"  Mr.  liovmnp.  I  believe  that  service  would  be  considerably  im- 
proved by  consolidations,  partic-ularly  with  respect  to  the  weaker 
lines.  I  think  also  another  verv  desirable  result  would  be  that 
it  would  simplify  and  strengthen  existing  systems,  to  which 
ther©  is  no  objection  at  all,  in  their  organization  and  better  pro- 
vide for  financing  their  requirements. 

"That  is,  if  various  subsidiary  companies  that  are  without 
credit  of  their  own  and  are  dependent  upon  their  relationship 
to  the  parent  company  for  credit,  could  be  absorbed  by  the  parent 
company,  not  necessarily  by  consolidation,  but  by  the  purchase 
of  their  railroads  with  their  appurtenances  and  assume  their 
obligations,  the  credit  in  that  situation  would  be  considerably 
improved ;  better  selling  securities  could  be  issued. 

"  Mr.  Hocii.  In  so  far  as  the  strong  lines  themselves  are  con- 
cerned, is  there  anything  in  consolidation  that  would  promote 
the^  service  so  that  the  public  would  get  better  service? 

"  Mr.  LonffTT.  I  do  not  know  of  anything  as  to  those  par- 
ticular lines  but  as  to  lines  they  might  acquire. 

"Mr.  HocH.  Yes,  And  the  improvement  in  service  is  to  be 
expected  solely  upon  those  lines  that  are  so-called  weak  lines 
and  unable  under  present  conditions  properly  to  finance  them- 
selves! 

"  Mr.  Lo^TffPT.  Well,  improvement  in  service  in  those  instances 
should  be  expected,  but  I  believe  everybody  will  agree  that  a 
great  improvement  in  service  has  resulted  from  the  extension  of 
the  existing  systems  from  what  they  were  in  former  years.  I 
am  not  speaking  particularly  of  competing  sj^stems,  the  con- 
solidation of  directly  competing  lines,  but  of  the  extension  of 
existing  systems,  where  that  is  possible.  I  believe  that  would 
result  in  an  improvement  in  service  without  reference  to  weak 
lines  "  (p.  80) . 

Mr.  A.  H.  Hairis,  vice  president  New  York  Central  Lines  (hear- 
ings S.  1870  (1926),  p.  244,  et  seq.)  : 

Economies  of  Hew  York  Central  consolidations. 

Lake  Shore  consolidation.  Not  possible  determine  exact 
savings. 

If  consolidated  Big  Four,  Lake  Shore  &  Michigan  Central 
with  New  York  Central,  could  finance  company  as  unit.  Better 
fiexibility  in  routing,  because  now  must  protect  rights  of  Michi- 
gan Central  to  protect  its  stockholders,  where  if  under  one  own- 
erehip  could  route  as  most  advantageous. 

Advantages  large  machine  shops  and  repair  shops  at  one 
point  serving  number  of  roads  instead  each  road  having  its 
own. 


Mr.  Daniel  Willard,  president  Baltimore  &  Ohio  Kailroad  Co. 
(p.  164,  hearings  S.  1175  (1^28) ) : 

CHIEF  ADVANTAGE  U'NIFIED  STRONG  SYSTEMS 

B.  &  O.  originally  154  separate  companies,  now  reduced  to 
about  40,  and  these  so  unified  and  brought  in  that  only  three 
companies  that  make  reports  to  Interstate  Commerce  Com- 
mission. 

All  but  one  of  these  companies  consolidated  prior  to  the  pas- 
sage of  the  transportation  act. 

"Senator  Sackett  (p.  176).  Do  you  think  the  chief  advan- 
tages of  consolidation  lie  in  economy  of  operation? 

"  Mr.  Willard.  No  ;  I  do  not.  Regardless  of  the  economy,  and 
I  think  that  it  will  be  very  great,  I  think  the  chief  advantage  is 
that  the  public,  we  will  say,  gets  to-day  by  having  a  combined 
New  YorJk  Central  Railroad  instead  of  15  or  20.  You  could  not 
conceive  of  the  Twentieth  Century  Limited  operating  as  it  does 
with  dependability  and  safety  over  a  dozen  or  a  half  dozen  inde- 
pendent lines.  Now,  certainly  that  is  a  good  service  for  the 
public.  The  public  shows  that  by  the  way  it  patronizes  it.  The 
freight  service  is  certainly  more  dependable  and  prompt  over 

lines  of  that  kind. 

•  •  *  «  #  *  # 

TOO  MUCH  EMPHASIS  ON  WEAK  LINES 

"The  Chairman.  Of  course,  his  (Senator  Cummins)  great 
theory  in  the  whole  was  a  system  of  consolidation  to  take  care 
of  the  weak  lines.  I  have  heard  him  say  that  he  did  not  think 
great  economies  could  be  effected.  I  am  very  glad  to  have  your 
opinion  on  that,  Mr.  Willard. 

"Senator  Sackett.  Mr.  Willard's  opinion  is  quite  different 
from  what  Senator  Cummins  gave  us  as  his  opinion. 

"  The  Chairman.  Largely  it  was  to  save  weak  Hues. 

"  Mr.  Willard.  I  think  too  much  emphasis  has  been  placed 
upon  that,  because  I  do  not  think  the  condition  of  the  weak 
lines  is  ouite  as  serious  as  that  might  imply,  even  under  exist- 
ing conditions.  To-day  the  Interstate  Commerce  Commission 
has  authority  to  fix  division  of  rates  between  main  lines  and 
weaker  lines  and  in  a  large  measure  can  take  care  of  them; 
but  it  is  a  fact  that  those  smaller  lines,  and  the  C.  I.  &  W.  is 
a.n  evidence  of  that  kind  of  a  line,  put  in  with  the  stronger 
line  like  the  Baltimore  &  Ohio  can  be  better  maintained  and 
give  better  service  to  the  public  than  it  can  all  alone. 

"The  Chairman.  Of  course,  those  weaker  lines  are  not  so 
weak  m  they  were  five  or  six  years  ago. 

CONSIDERABLE  ECONOMIES  BUT  AMOUNT  EXAGGERATED 

"Mr.  Willard.  No;  I  would  not  like  to  have  it  thought — 
and  if  I  gave  that  impression  I  would  like  to  correct  it — that 
there  are  no  economies  to  be  realized  in  an  operating  way  from 
consolidation.    I  think  there  will  be  very  considerable  econo- 
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mies,  but  I  think  the  aoiount  has  been  greatly  exaggerated  in 

SO' far  as  I  have  seen  from  time  to  time. 

"  Senator  Fess.  Senator  Cummins  had  the  idea  also  which 
seems  rational  to  me  if  it  can  be  worked  put  that  ™J^f;^ 
is  no  hope  of  a  general  reduction  of  freight  rates  under  the 
present  cost  of  operation,  if  there  could  be  f /^^^lon  of  the 
rate  structure  where  an  agricultural  hue  might  be  attacnea  lo 
a  line  that  is  not  agricultural  but  carries  combined  treigM, 
there  is  the  possibiHty  of  such  reyisitjn  lowering  the  rates  on  a 
road  which  is  purely  agricultural  of  itself.  The  Senator  had 
in  idea  that  that  could  be.  done.  ,     .  x 

"Mr  WttLABD.  Where  there  are  such  circumstances  as  you 
relate  that  could  be  done.  Unfortunately  there  are  not  so_many 
of  those.  But  the  commission  has  a  remedy  for  that  that  it 
does  not  hesitate  to  apply,  and  that  is  changing  the  divisions 
of  the  rates.  Wliere  two  carriers  participate  m  the  haul  me 
commission  can  adjust  that  so  that  the  carrier  that  is  earning 
much  from  the  more  profitable  business  can  be  required  to  carry 
at  less  rate  and  let  the  other  road  have  the  advantage. 

Hon.  Henry  C.  Hall,  member  Interstate  Commerce  Commission 
(hearings  S.  1870  (1^6) ,  p.  96  et  seq.) :      ^      _  .  .  , .      ,    .   ^ 

*'  Consolidation  can  produce  very  beneficial  results,  but  1 
should  not  put  as  the  first  of  them  the  reduction  of  rates,  al- 
though proper  consolidations  ought  to  tend  in  that  direction. 

SUMMAKY  CHAMBERS  .8TATEM■E^'T  OF  ADVANTAOES 

"  I  am  allowed  to  present  to  you  some  reasons  for  consolida- 
tion, and  you  will  note,  as  I  read  them,  that  the  reduction  of 
rates  is  not  at  least  an  outstanding  feature.  These  are  the 
reasons  which  have  been  supplied  me  by  a  very  expenenced  man 
who  has  spent  his  life  in  railroad  work  and  who  was  very 
active  in  the  Railroad  Administration  during  the  time  that  our 
railroads  were  under  Federal  control.  They  were  not  prepared 
for  me ;  they  were  prepared,  as  I  understand,  for  consideration 
by  his  own  railroad.  I  am  referring  to  Mr.  Edward  Chambers, 
of  the  Santa  Fe.     [Eeading :] 

'"'(1)  Maximum  tonnage  and  mileage  which  may  properly 
be  placed  under  control  of  single  organization. 

'-  '(2)  Eeasonable  competition  in  the  different  sections  to  help 
the  accomplishment  of  satisfactory  service,  efficient  and  eco- 
nomical operation,  and  other  things  which  come  from  competi- 


" '  "  '(3)  Ability  to  give  regular,  adequate.,  and  satisfactory  serv- 
ice to  the  public.  j.      -i       .ai. 
**  *  (4)  Each  system  in  one  territory  connected  up  directly  with 

each  other  system  in  the  other  territories. 

«*(5)  Each  system  with  one  or  more  Gulf,  ocean,  or  Lake 
ports  may  reach  any  other  port  or  the  same  port  through  con- 
nection with  single  system. 

«*{6)  Maximum  distribution  of  products  originating  in  one 
system  to  destination  on  same  system  and  minimum  number 


of  railroad  systems  for  products  to  move  over  in  reaching  final 
market. 

"'(7)  Western  grain-producing  territory  tributary  to  Gulf 
ports  connected  to  these  ports  and  Lake  ports  and  to  primary 
markets  by  a  single  system  and  may  reach  Atlantic  ports 
through  one  connecting  system.  Grain  shipments  originating 
on  other  systems  either  reach  Gulf  ports  or  Lake  ports,  or 
Atlantic  ports  direct  or  may  reach  them  through  one  connecting 
system. 

"'(8)  Fuel  supply,  both  for  railroad  use  and  domestic 
consumption. 

"  *  (9)  Ability  to  operate  solid  trains  to  and  from  large  cen- 
ters and  important  gateways  and  to  have  heavier  car  loading 
on  less-than-carload  shipments  and  more  full  carloads  on  less- 
than-carload  traific  to  single  destination. 

" '  (10)  Car  supply  readily  regulated  because  of  the  large  num- 
ber of  cars  necessarily  on  each  system  and  the  lesser  number  of 
railroads  to  be  consulted  about  return  of  cars. 

"'(11)  Tonnage  of  a  character  requiring  special  equipment 
sufficient  to  justify  railroad  owning  adequate  equipment  to  move 
the  product  to  market. 

"*(12)  Simplify  the  joint  operation  of  terminals  at  large 
centers  and  have  minimum  number  of  junction  points. 

"'(13)  Simplify  the  movement  of  freight  and  passenger 
traffic  and  have  minimum  number  of  transfers  and  maximum 
operation  of  through  trains,  taking  advantage  of  each  oppor- 
tunity to  go  around  congested  terminals. 

"'(14)  Necessity  for  the  pooling  of  equipment  would  be 
avoided  because  of  the  need  for  so  much  equipment  on  the 
large  system,  and  the  complication  of  returning  cars  to  the 
owning  line  would  be  vastly  simplified. 

"'(15)  The  larger  system  is  usually  in  position  to  afford 
uniform  service,  because  if  a  crop  failure  or  other  disaster 
occurs  in  one  part  of  the  system,  things  may  be  normal  on 
other  parts. 

"'(16)  In  forming  systems  the  consolidation  should  be  of 
complete  railroads;  otherwise  means  serious  delay.  It  is  best 
for  many  reasons  not  to  separate  a  railroad  built  up  as  one. 
Some  cases  will  be  found  where  the  situation  would  be  im- 
proved by  dividing  a  railroad,  but  it  is  best  to  leave  such  con- 
sideration to  the  consolidated  organization. 

"'(17)  Would  simplify  the  handling  of  rate  matters  and 
printing  of  tariffs  and  the  rate  work  before  the  Interstate 
Commerce  Commission.  Would  reduce  very  much,  also,  the 
number  of  rate  bureaus  now  in  existence  throughout  the  country 
and  would  simplify  cooperation  between  Interstate  Commerce 
Commission  and  the  carriers,  which  is  very  necessary  if  the 
plan  of  Government  regulation  and  private  operation  is  to  be 
successful. 

"'(18)  Would  enable  the  discontinuance  of  back  hauls  and 
permit  hauling  via  most  direct  rails,  and  would  enable  the  non- 
use  of  many  junction  points  and  permit  the  use  of  the  most 
natural  and  economical  junction. 
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"*(19]  Woolci  enable  tlie  more  regular  and  continuous  move- 
ment Of  freight  traffic,  which,  wowcl  be  very  helpful  to  the 
shipper,  and  for  which  a  demand  is  being  made  by  shippers 
.generally  and  which  is  bound  to  came  into  effect  sooner  or 
later. 

"'(20)  Would  simplify  cooperation  between  railroads  by  the 
reduced  number  and  make  it  possible  for  the  railroads,  through 
cooperation,  to  do  things  which  are  now  impossible  and  which 
would  be  very  helpful  in  economical  and  satisfactory  operation.' 

"There  are  other  advantages  which  might  be  referred  to, 
but  these  are  features  wliich  present  tliemselves  to  a  railroad 
man  of  experience  and,  as  we  all  know,  of  good  judgment. 
^  "  Senator  Cummins.  Well,  the  recitation' of  the  various  things 
that  could  be  accomplished  by  consolidation  would  all  be  ex- 
pressed in^adequacy  and  efficiency  of  service? 

**  Commissioner  HAtL.  I  think  so.  That  is,  to  my  mind,  Sen- 
ator, the  great  desideratum  and  the  thing  that  we  may  hope 
to  see  promoted  by  the  process  of  consolidation. 

"Senator  Couzeks.  It  would  naturally  follow  that  rates 
would  go  down  if  all  those  20  tilings  are  accomplished? 

"  Commissioner  Hall.  It  would  tend  in  that  direction,  but 
we  ought  not,  I  think 

"  Senator  Fernald.  Yon  are  not  at  all  optimistic  about  that, 

,||-||^       —  .||l|||,|.|l|Mli  V  "1        /l  *  ' 

"  Commissioner  Hall.  Well,  I  am  not  clear  that  the  consoli- 
dation here  would  result  in  a  reduction  of  rates." 

r.  K.  C.  Ftjlbitoht  (hearings,  S  1870  (1926),  p.  86) : 

SHIPPMS  favor  VOLUNTABT  OONSOUDATIURS 

"■  Our  orgimi;«ition  favors  voluntary  consolidations.  We  be- 
lieve that  By  leaving  the  door  open,^  at  least  for  a  period  of 
years,  we  will  have  quite  a  development  of  consolidations  of 

properties. 

CONSOMBATIONS  DO   NOT  MATERIALLY  KBDUCE  EXPENMS 

"But  we  do  not  believe  that  consolidations  will  bring  about 
all  of  the  good  results  that  are  spoken  of  concerning  it.  As 
a.  matter  of  fact,  it  is  our  observation  that  consolidations  do 
not  materially  reduce  any  operating  expenses.  Tlie  unit  of 
operation  of  a  railroad  is  the  division,  and  a  division  has  to 
have  certain  officers  and  certain  servitors  to  perform  its  func- 
tion. I  saw  a  statement  recently  by  no  less  authority  than  Mr. 
Hamilton,  the  editor  of  the  Wall  Street  Journal,  that  should 
you  reduce  every  salary  paid  by  the  Pennsylvania  Railroad  to 
a  level  of  $3,000  a  year  the  amount  saved  would  hardly  warrant 
a  wage  increase  to  the  labor  employed  by  that  road  of  10  cents 
a  week. 

"  There  are  some  advantages  of  consolidation.  The  only  ad- 
vantage that  may^  be  considered  to  be  of  great  public  beneit 
is  the  advantage  in  getting  into  the  consolidations  properties 
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that  are  not  in  a  position  to  provide  themselves  witli  adequate 
facilities.  And  that,  as  I  understand  it,  has  been  perhaps  the 
guiding  thought  behind  the  author  of  this  bill." 

Mr.  Donald  R.  Richbero,  counsel  for  Railway  Labor  ExecutiTes' 
Association  (hearings  S.  J.  Res.  161  (1930),  p.  245  et  seq.) : 

ECONOMIES  OF  CONSOLIDATION  DOUBTFUIj — ^INJURIOUS  EFFECTS 


or 


In  Mr.  Richberg's  memorandum  brief,  he  quotes  the  following 
from  a  publication  of  the  National  City  Co.  entitled  "  The  Consoli- 
dation of  Railroads  " : 

"  Is  general  unification  desirable? 

"(fl)  Resulting  economies  doubtful. 

"  Much  has  been  written  and  said  regarding  the  economies  that 
may  result  from  the  wholesale  railroad  consolidation  contem- 
plated by  the  transportation  act,  in  consequence  of  which  it  may 
be  possible  for  the  carriers  to  operate  at  lower  rates  and  still 
receive  an  adequate  return  on  the  property  value.  Not  only  is 
there  no  certainty  that  a  reduction  in  operating  costs  would  M- 
low  as  a  result  of  such  consolidation,  but  if  it  should  mean  some 
of  the  steps  mentioned,  such  as  the  removal  or  readjustment  of 
repair  shops,  change  in  division  points,  etc.,  wide  dissatisfaction 
would  be  sure  to  follow,  because  unification  in  pursuance  of  a 
general  consolidation  plan  would  involve  many  changes  in  the 
duties  and  the  home  location  of  many  of  the  2,000,000  men  and 
women  engaged  in  the  transportation  industry  of  this  country. 

"  It  is  conceded  on  all  sides  that  at  the  present  time  our  rail- 
roads are  being  operated  with  greater  efficiency  than  at  any 
time  in  their  history,  and  there  is  no  escaping  the  conclusion  that 
this  means  that  the  vast  majority  of  those  engaged  in  the  trans- 
portation  industry  have  its  best  interests  loyally  at  heart. 
Human  nature  being  what  it  is,  these  workers  hardly  can  be  ex- 
pected to  show  any  great  enthusiasm  for  unification  that  would 
mean  disruption  of  their  accustomed  duties  and  home  ties.  The 
other  residents  of  the  communities  affected  also  would  be  in- 
jured, involving  in  some  instances  the  elimination  of  a  com- 
munity's sole  means  of  livelihood. 

*'  The  late  Sir  W.  M.  Ac  worth,  the  noted  British  authority  on 
railroad  transportation  and  a  close  student  of  American  railway 
problems,  has  said : '  In  the  United  States  your  great  systems  are 
already  so  large  that  they  have  probably  secured  all  the  econo- 
mies which  are  due  to  large-scale  production.  Their  equipment 
is  standardized,  their  di^sipn  po'ints  conveniently  arr^ged, 
their  shops  established  at  suitable  centers,  and  the  members  of 
their  headquarters  staffs  have  each  of  them  as  much  as  they 
can  do.' 

WEAK  LINE  PROBLEM 

It  is  clear  that  the  primary  purpose  which  Senator  Cummins  had 
in  mind  in  fathering  the  consolidation  provisions  of  the  transporta- 
tion act  was  to  save  the  weak  lines  -and  short  lines  as  essential  parts 
of  the  transportation  system  of  the  country.     (See  p.  48  supra.) 
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The  liearings  before  the  committees  of  Congnsss,  however,  disclose 
«e  (mite  clwergeEt  views  on  this  subject.  It  will  be  noted  that 
while  tie  representatives  of  the  short-line  railroads  have  consistently 
supported  the  original  theory,  the  tendency  of  the  representatives  of 
the  larger  roads  has  been  to  qualify  any  plan  which  might  contem- 
plate a  compulsory  acquisition  of  weak  roads  or  short  lines,  because 
of  the  hesitancy  of  prosperous  carriers  to  absorb  unprofitable  lines. 
These  views  appear  to  »me  extent  in  the  quotations  under  the  head 
of  "  Complete  Plan  of  Consolidation  "  which  follow,  but  are  more 
fully  set  forth  under  this  head. 

Ben  B,  Cain,  vice  president  and  general  counsel  American  Short 
Line  Bailroad  Association  (hearings  H.  R.  11212  (1926),  pp.  178 

et  seq.) : 

CA'OTIS  OF  iriAKNESS  OF  WEAK  C AIMERS 

Fimdamentally  weak  because  of  lack  of  earning  power. 

Lack  of  earning  power  due  to : 

Lack  of  traffic ; 

Oprating  handicaps  such  as  excessive  grades,  curvature,  poor 
track,  light  equipment— all  impossible  to  remedj  without  credit; 

Someoecause  unable  to  mtet  competition  of  strong  roads  or 
unable  to  procure  from  strong  lines  fair  divisions  of  the  revenues 
received  from  traffic  jointly  handled; 

Short  lines  with  limited  haul  suffer  from  growth  of  automobile 
competition. 

FROTECrnON  AFFOlBEn  SHOW  LINES  BY  TRANSPOITATION  ACT 

1.  Power  of  commission  to  establish  through  routes  and  joint 

rates. 

2.  Power  to  prescribe  rates  so  that  carriers  as  a  whole  or  as 
a  whole  in  each  of  such  rate  groups  or  territories  as  the  com- 
mission may  from  time  to  time  designate,  will  earn  an  aggre- 
gate annual  net  railway  operating  income,  equal  as  nearly  as 

may  be  to  a  fair  return  upon  the  aggregate  value  of  the  railway 
property  of  such  carriers  held  for  and  used  in  the  service  of 
transportation. 

3.  To  make  an  equitable  distribution  of  the  revenues  derived 
from  the  rate  level  through  divisions  of  joint  rates  so  that  each 
carrier  will  receive  a  fair  return. 

4.  To  issue  certificates  to  abandon  a  railroad  or  to  build  an 
additional  railroad  where  the  present  or  future  public  con- 
venience and  necessity  permit  of  such  abandomnent  or  new  con- 
s  wF  ucuo  n  • 

"  The  capstone  to  the  structure  is  consolidation  so  that  ade- 
quate transportation  service  may  be  procured  for  the  country 
as  a  whole." 
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(From  Kailroad  Commission  of  Wisconsin  v,  C.  B.  &  Q.  R.  R.  Co., 
^  257  U.  S.  563) 

"  Transportation  Act,  1920,  introduced  into  the  Federal  legis- 
lation a  new  railroad  policy.  Theretofore,  the  effort  of  Con- 
gress had  been  directed  mainly  to  the  prevention  of  abuses,  par- 
licularlv  those  arising  from  excessive  or  discriminatory  rates. 
The  1920  act  sought  to  insure,  also,  adequate  transportation 
service.  That  such  was  its  purpose  Congress  did  not  leave  to 
inference.  The  new  purpose  was  expressed  in  unequivocal  lan- 
guage. 

)ie  •  m  in  «  «  « 

"To  preserve  for  the  !N'ation  substantially  the  whole  trans- 
portation system  was  deemed  important.     *     *     * 

"  Moreover,  it  was  not  clear  that  the  people  would  tolerate 
greatly  increased  rates  (although  no  higher  than  necessary  to 
produce  the  required  revenues  of  weak  lines)  if  thereby  pros- 
perous competitors  earned  an  unreasonably  large  return  upon 
the  value  of  their  properties.  The  existence  of  the  varying 
needs  of  the  several  lines  and  of  their  widely  varying  earning 
power  was  fully  realized.  It  was  necessary  to  avoid  unduly 
burdensome  rate  increases  and  yet  secure  revenues  adequate  to 
satisfy  the  needs  of  the  weak  carriers.  To  accomplish  this  two 
new  devices  were  adopted — the  group  system  of  rate  making, 
and  the  division  of  joint  rates  in  the  public  interest. 

"  Through  the  former,  weak  roads  were  to  be  helped  by  re- 
capture from  prosperous  competitors  of  surplus  revenues. 
Through  the  latter,  the  weak  were  to  be  helped  by  preventing 
needed  revenue  from  passing  to  prosperous  connections.  Thus, 
by  marshalling  the  revenues,  partly  through  capital  account,  it 
was  planned  to  distribute  augmented  earnings,  largely  in  pro- 
portion to  the  carrier's  needs.  This,  it  was  hoped,  would  en- 
able the  whole  transportation  system  to  be  maintained,  without 
raising  unduly  any  rate  on  any  line.  The  provision  concerning 
divisions  was  therefore  an  integral  part  of  the  machinery  for 
distributing  the  funds  expected  to  be  raised  by  the  new  rate- 
fixing  sections.    It  was,  indeed,  indispensable. 

"  Raising  joint  rates  for  the  benefit  of  the  weak  carriers  might 
be  the  only  feasible  method  of  obtaining  currently  the  needed 
revenues.  Local  rates  might  already  be  so  high  that  a  further 
increase  would  kill  the  local  traffic.  The  through  joint  rates 
miffht  be  so  low  that  they  could  be  raised  without  proving  bur- 
defsome.  On  the  other  "hand  the  revenues  of  co^iectinf  car- 
riers  might  be  ample;  so  that  any  increase  of  their  earnings 
from  joint  rates  would  be  unjustifiable.  Where  the  through 
traffic  would,  under  those  circumstances,  bear  an  increase  of  the 
joint  rates,  it  might  be  proper  to  raise  them,  and  give  to  the 
weak  Hne  the  whole  of  the  resulting  increase  in  revenue." 


7irj|' 


BAILBOAD  OONBOLIDATION-S  AlfD  UNIFICATIOHS 


BAILBOAD  CONSOLIDATIONS  AND  UNIFICATIONS 


9J€\ 


(From  Dtyton  Goose  Creek  Eailwty  Co.  v.  U.  S.,  263  U.  S.  456) 

'*■  Tlie  new  tct  seeks  affirmatively  to  build  up  a  system  of  rail- 
ways prepared  to  handle  promptly  all  the  interstate  traffic  of 
the  country.  It  aims  to  give  the  owners  of  the  railways  an 
opportunity  to  earn  enough  to  maintain  their  properties  and 
equipment 'in  such  a  state  of  efficiency  that  they  can  carry  well 
this  Durden.  To  achieve  this  great  purpose,  it  puts  the  railroad 
systems  of  the  country  more^  completely  than  ever  under  the 
fostering  guardianship  and  control  of  the  commission,  which 
is  to  supervise  their  issue  of  securities,  their  car  supply  and 
distrihution,  their  joint  us©  of  terminals,  their  construction  of 
new  lines,  their  abandonment  of  old  lines,  and  by  a  proper  divi- 
sion  of  jiint  rates  and  by  fixing  adequate  rates  for  interstate 
commerce,  and  in  case  of  discrimination  for  intrastate  com- 
merce,  to  secure  a  fair  return  upon  the  property  of  the  carriers 
■enflfacfed. 

IF  SHOIT  lilNES  NOT  SAVED  BT  C0K80UDATI0N  FLAX  IS  FAILUBE 

(Mr.  Cain:)  "I  submit  to  you  that  if  the  22,000  miles  of 
short-line  railroads,  plus  as  much  as  30,000  miles  of  perma- 
nently weak  lines,  such  as  the  Minneapolis  &  St.  Louis,  the 

ansas  City.,  Mexico  &  Orient,  the  Missouri  &  North  Arkansas, 
and  others  are  not  to  be  preserved,  fostered,  and  made  more 
efficient  through  consolidation,  then  the  whole  plan  and  purpose 
of  the  transportation  act  is  a  ghastly  failure — ^nay,  more,  it  is 
worse  than  a  failure  because  it  makes  possible  a  worse  situation 
than  we  would  have  if  the  law  had  never  been  passed.  For 
example,  first,  it  permits  the  strong  line  to  procure  control  of 
other  strong  lines  without  any  obligation  to  take  the  weak,  or 
consider  how  such  mergers  will  affect  the  weak.  That  is  being 
done  to-day  under  paragraph  2  of  section  5,  and  will  continue 
to  be  done,  if  you  do  not  change  this  law  "  (p.  184). 

nmSIONB  NOT  EFFECTIVE 

Claims  divisions  are  not  effective  because  granting  of  higher  divi- 
sions to  short  line  will  result  in  routing  of  business  over  otlier  roads 

NBCESSABY  TO  APFLX  EECAFTUIE  PRINCIPLES  AND  ADOPT  PLAN 

« It  is  therefore  necessary  in  the  light  of  experience  to  fully 
apply  the  recapture  principles  if  the  purpo^se  of  Congress  is 
ever  to  be  accomplished,  for  I  think  it  is  as  certain  as  anything 
can  be  that  many  short  and  weak  roads  will  not  be  voluntarily 
absorbed  bv  their  stronger  connections,  hence  they  must  have 
inancial  sustenance  or  cease  to  function.  I  am  not  able  to  see 
how  the  commission  can  intelligently  and  efficiently  discharge 
its  full  duty  of  regulating  interstate  commerce  with  due  regard 
to  the  general  welfare  without  adopting  some  sort  of  plan.  I 
do  not  mean  by  plan  a  map.  I  do  not  mean  that  it  is  necessary 
for  the  commission  in  the  adoption  of  any  plan  to  at  once  do 


what  they  thought  they  had  to  do  under  the  present  law.  I 
differ  witn,  perhaps,  the  majority,  in  my  interpretation  of  the 
present  law,  because  I  insist  that  the  present  law  would  allow 
the  commission  to  adopt  a  plan  without  allocating  all  of  the 
roads.  The  truth  of  the  matter  is  that  you  are  here  to  try  to 
make  a  plan,  and  if  the  commission  simply  adopted  rules  under 
which  it  would  permit  the  railroads  to  consolidate  and  the  plan 
was  sufficiently  complete,  then  a  plan  has  been  adopted  but  for 
the  fact  that  the  present  law  requires  or  provides  that  no  road 
can  be  consolidated  except  in  accordance  with  the  plan,  and  it 
appears  and  ought  to  be  necessary  to  be  done  at  once,  and  there- 
fore, myself,  I  am  not  so  sure  there  would  be  any  need  for  very 
much  of  a  chan«?e  in  that  respect "  (p.  189). 

"  I  do  insist  that  if  there  is  no  plan,  then  the  whole  purpose 
of  the  law  as  to  providing  adequate  transportation  will  fail 
unless  the  CErriers  are  grouped  into  provisional  systems  for  the 
purpose  of  administering  the  law,  especially  in  respect  of  divi- 
sions and  the  recapture  and  distribution  of  excess  earnings." 
As  to  opposition  of  strong  lines  on  the  ground  that  the  adoption  of 
a  plan  or  grouping  of  roads  will  serve  to  inflate  value  of  short  or 
weak  road,  he  does  not  agree.    Small  roads  know  that  they  must, 
under  a  voluntary  system,  trade  with  owners  of  strong  roads,  and 
that  no  road  can  be  taken  over  except  at  such  price  and  upon  such 
terms  as  commission  will  approve,  and  if  small  or  weak  road  is  sold 
to  strong  line,  the  purchasing  road  is  not  required  to  take  anything 
from  its  earnings  to  support  it,  because  each  carrier  is  entitled  to 
such  division  of  revenue  as  will  be  equivalent  to  what  it  costs  to  pro- 
duce the  transportation.     (P.  189.) 

Does  not  believe  all  short  and  weak  carriers  will  be  absorbed.  No 
very  substantial  number  will  be  taken  over  for  a  long  time.  Number 
will  be  increased  and  mergers  stimulated  if  there  is  establishment  of 
provisional  systems  or  groups  (modification  of  par.  4,  sec.  15  (no 
short  hauling  on  through  routes) )  and  distribution  of  all  excess  reve- 
nues to  carriers  not  earning  a  fair  return.     (P.  189. > 

If  the  adoption  of  a  plan  for  consolidation  is  to  be  left  out  of  the 
law,  then  the  commission  should  be  told  in  plain  terms  to  group  the 
carriers  into  provisional  systems  for  administration  purposes,  using 
the  systems  resultant  from  voluntary  consolidation  as  nuclei  for  such 
groups.  If  relief  of  this  character  can  not  be  had,  then  you  are  only 
making  a  bad  situation  worse,  for  tlie  eternal  conflict  between  the 
strong  and  the  weak  will  continue,  while  each  day  the  strong  is  made 
stronger  and  the  weak  weaker  through  a  miscarriage  of  legislation 
intended  to  aid  the  weak.     (Page  190.) 

Advocates  requirement  that  commission  group  roads  and  make 
provision  for  division  of  excess  revenues  as  provided  in  Senate  biU. 

CONSOLIDATION  POLICY  ECONOMICALLY  SOUND 

(Hearings  S.  2224  (1925),  p.  124  et  seq.) 

"Ever5r  student  of  transportation,  and  certainly  men  who 
are  associated  with  the  weaker  carriei-s  of  the  country,  have 
come  to  the  conclusion  that  the  national  policy  which  we  under- 
stand to  be  the  ultimate  consolidation  of  the  railroads  of  the 
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United  Stttos  into  a  limited  number  of  systems  is  economically"" 
sound.    However,  I  am  somewliat  disturbed  for  fear  that  Con- 

fress  may  proceed  too  hastily  in  the  attempt  to  solve  this  very 
ifficult  and  delicate  problem.  I  think  it  is  a  case,  gentlemen, 
where  we  can  '  afford  to  make  haste  slowly.'  We  are  all  too 
prone,  in  our  anxiety  to  see  the  national  policy  accomplished, 
to  overlook  some  of  the  dangers  that  are  confronting  u.s. 

ACQUISI'nONS  WITHOUT  PLAJf  NOT  PROVIDING  FOK  WEAK  lOADS 

'"  In  the  hearings  which  have  been  held  before  this  committee 
it  seems  to  me  we  have  lost  sight  of  the  real  purpose  which  is 
to  be  tccomplished  in  the  consolidation  of  the  roads.  As  I  un- 
derstand the  features  of  this  bill,  it  is  proposed  to  abolish  para- 
gi'aph  2  of  section  5  of  the  transportation  act.  It  is  proposed 
that  the  commission  adopt  a  plan  that  for  a  period  of  two  years 
allows  the  carriers  may  go  on  as  they  are  now  doing,  attempting 
to  consolidate  their  properties.    •    ♦    ♦ 

*'  It  seems  to  me  most  important  that  we  keep  in  view  the 
public  need,  and  at  the  same  time  that  we  should  seriously  con- 
sider the  effect  of  the  existing  law,  as  well  as  the  effect  of  this 
law,  or  this  proposed  law,  if  it  should  be  passed  without  some 
modification." 
(Beads  quotations  from  Supreme  Court  decisions,  set  out  above, 
as  showing  the  purpose  of  the  transportation  act.) 

*Now,  gentlemen,  I  call  your  attention  to  that  because  we 
leel  that  from  the  experience  we  already  have  under  existing 
law,  whicli  is  not  proposed  to  be  changed  in  this  bill  for  a  period 
of  seven  years,  for  as  I  read  the  bill,  there  is  to  be  a  period  of 
wven  years,  which  is  to  be  called  the  period  of  voluntary  action. 
What  is  to  become  of  the  weak  roads  if  you  take  the  bridle  off 
and  allow  these  consolidations  to  proceed  in  the  future  as  they 
have  so  far,  and  as  they  will  for  seven  years?  Look  at  what 
has  been  accomplished.  The  law  has  been  in  effect  now  since 
1920,  a  period  of  nearly  five  years.  In  that  time  paragraph  2  of 
section  5  has  been  in  elfect,  and  the  carriei*s  have  been  proceeding 
under  that  paragraph,  as  they  will  continue  to  do  for  the  period 
of  seven  years,  if  there  is  not  some  safeguard  thrown  around 
the  situation.  It  is  true  that  much  has  been  accomplished  in 
the  public  interest,  and  that  should  be  placed  on  one  side  of  the 
ledger,  but  while  you  are  viewing  the  profits,  you  should,  as  a 
matter  of  course,  consider  what  losses  may  occur  to  the  public. 
viewing  the  whole  problem  as  the  commission  and  the  courts 
have  considered  it  here. 

MISSOUW    PACIFIC'    OMI'niXC    WEAK    K0AD8 

"The  Southern  Pacific  has  acquired  the  Phelps-Dodge  line 
and  the  El  Paso  system,  and  the  Missouri  Pacific  has  taken  over 
certain  roads,  but  in  the  meantime — pardon  me  a  moment — ^the 
commission  had  announced  a  tentative  plan,  and  that  tentative 
plan  is  not  merely  the  suggestion  of  Professor  Ripley,  but  it  is 
an  order  of  the  commission,  in  which  the  commission  allocates 
all  of  the  class  1  carriers  to  certain  groups,  the  Missouri  Pacific, 
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for  instance,  being  group  No.  19,  and  in  that  group— No.  19— as 
the  map  over  there  will  show  you  allocated  the  Chicago  & 
Eastern  Illinois,  Missouri  Pacific,  Kansas  Citv  Southern,  Kan- 
sas City,  Mexico  &  Orient,  Kansas  City,  Oklahoma  &  Gulf, 
Texas  Pacific,  Fort  Smith  &  Western,  Louisiana  &  Arkansas, 
Gulf  Coast  Line,  and  International  &  Great  Northern. 

"  Now,  what  has  been  the  result  ?  The  Missouri  Pacific  has 
proceeded  to  consolidate  the  Texas  Pacific,  the  International 
&  Great  Northern,  and  Gulf  Coast  Lines;  and  it  has  an  interest 
in  the  Denver  &  Rio  Grande,  and  in  a  recent  interview  pub- 
listed  in  the  New  York  Times  it  is  stated  that  an  officer  whom 
I  suppose  to  be  the  chairman  of  the  Missouri  Pacific  board,  was 
asked  what  the  intention  of  the  Missouri  Pacific  was  as  to  further 
consolidation.  AVhen  asked  what  the  next  step  of  the  Missouri 
Pacific  would  be,  the  representative  of  the  company  said,  '  This 
is  all  for  the  present.  What  we  will  do  in  the  future  we  can 
not  sav  at  this  time.' 

"  Now,  what  we  apprehend  is  that  unless  there  is  some  sort 
of  plan  by  which  the  weak  roads  are  to  be  taken  care  of  while 
consolidations  are  being  effected  in  this  way,  they  will  do  just 
as  the  Missouri  Pacific  lias  done.  They  have  left  out  all  of  the 
weak  roads  in  the  consolidation  thus  far,  and  if  you  and  I  were 
managing  the  affairs  of  the  Missouri  Pacific  Railroad  I  doubt 
if  any  of  us  would  take  a  weak  road  and  thereby  dilute  the 
earnings  of  that  svstem.  I  think  we  would  leave  them  outside 
of  the  door  of  the"  household  just  as  long  as  we  possibly  could, 
if  we  did  not  do  it  from  any  other  motive  than  that  of  business 
self-interest,  because  it  is  clear  to  any  man  that  if  you  leave 
out  these  weak  roads  as  long  as  you  please,  and  you  continue 
to  gather  to  yourself  the  strong  members,  that  you  more  and 
more  subordinate  the  weak  carrier,  which  connects  with  you, 
t^}  your  own  power  and  influence,  and  as  a  matter  of  course, 
that  weak  carrier  becomes  more  and  more  a  victim — if  you  will 
pardon  the  expression — of  its  necessities  and  of  the  situation 
that  is  built  up  around  it. 

WHAT  IS  THE  REMEDY? 

"You  say,  'What  is  the  remedy?'  I  am  not  ready  to  agree 
that  you  can  not  require  the  commission  to  adopt  a  plan,  it  need 
not  make  a  map,  or  do  anything  which  will  subject  these  financial 
interests,  as  they  so  much  fear,  to  being  put  in  position  where 
they  will  be  held  up,  as  to  the  price  of  these  properties;  I  do  not 
so  much  fear  that.  I  think  that  is  more  a  matter  of  fear  than  a 
matter  of  actuality,  because,  take  the  commission  now,  it  has 
authorized  consolidations  under  paragraph  2  of  section  5  and 
its  tentative  plan  is  published.  There  is  a  map  oyer  there 
issued  by  the  banking  interests  showing  how  the  commission  has 
allocated  those  properties.  No  weak  road  has  ever  thought  it 
could  compel  anybody  to  take  its  property,  nor  can  it  be  done. 
The  chairman,  or  Senator  Cummins,  sitting  here  as  chairman, 
asked  Colonel  Thorn— and  I  know  Colonel  Thom  has  given 
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an  iinnaeBse  amount  of  thought  to  it,  and  I  know  he  is  most 
capable  of  suggesting  a  plan — if  he  could  suggest  a  plan,  and  as 
I  gathered  his  suggestion,  it  was  simply  to  leave  the  railroads  to 
work  out  their  own  plans  of  consolidation  for  a  period  of  seven 
years,  and  at  the  end  of  seven  ymrs  have  the  commission  come 
before  Congress  and  make  a  report  of  what  the  roads  had  been 
consolidated  and  what  suggestions  if  any  it  had  to  make  as  to 
f  uture^  co;iisoIidations. 

"  Senator  Cummins,  That  was  the  argument  of  Mr.  Thom ;  it 
was  not  my  argument. 

*'  Mr.  Caim.  I  said  that,  Senator ;  I  said  that  in  answer  to 
your  question;  Colonel  Thorn  made  that  suggestion,  and  I  said 
that  I  had  the  highest  regard  for  Colonel  Thorn's  ability  to 
make  suggestions,  but  I  was  about  to  say  I  did  not  see  much 
help  in  that  suggestion,  because  at  the  end  of  seven  years  I  fear 
we  will  be  right  where  we  are  to-day,  except  that  in  the  mean- 
time many  of  these  weak  railroads,  such  as  the  Orient,  for 
instance,  and  such  as  the  Missouri  &  North  Arkansas,  and  other 
roais  that  I  might  name,  besides  numerous  smaller  roads,  will 
have  gone  into  the  scrap  heap,  and  while  you  might  then  pick 
out  a  nut  here  or  a  bolt  there  out  of  the  scrap  heap,  but  the 
scrap  heap  would  still  be  large. 

*'  I  thinK  the  public  interest  goes  further  than  the  mere  matter 
of  improving  the  service  and  the  financial  situation  of  the  strong 
lines.  If  I  understand  what  the  public  interest  is,  it  is  that 
the  man  out  yonder  in  developing  territories,  such  as  my  own 
State,  the  man  out  yonder,  who  is  a  pioneer  in  the  progress  of  the 
economic  life  of  this  country,  is  entitled,  if  he  raises  a  carload 
of  cotton  or  a  carload  of  corn,  to  have  the  opportunity  of  send- 
ing that  carload  on  a  through  route  to  its  destination  or  to  its 
market.  If  these  many  little  roads  that  aggregate  thousands  of 
miles  and  go  into  those  thinly  settled  sections  perish,  then  the 
man  who  has  cast  his  lot  with  those  railroads  is  going  to  be 
without  transportation  or  at  all  events  without  adequate  trans- 
portation. We  are  a  growing  country,  and  if  we  are  to  continue 
growing  as  we  should,  taking  into  consideration  the  things  that 
surround  us,  our  own  potentialities,  the  developing  road,  the 
feeder,  should  be  encouraged,  and  that  was  undoubtedly  the 
policy  of  Congress  and  the  national  policy,  as  it  has  been  inter- 
preted by  the  commission  and  the  courts. 

"  Fow,  I  think,  as  I  say,  that  some  plan  not  involving  anjrthing 
that  might  prejudice  consolidation^  or  might  retard  consolida- 
tion, is  possible,  and  at  the  same  time  you  can  safeguard  these 
weak  roads.  I  have  not  worked  out  anytning  in  detail  in  my  own 
mind;  I  am  not  so  sure  but  that  the  problem  is  so  great  and 
is  of  such  importance  to  our  country  as  a  whole,  that  it  would 
be  well  worth  while  to  create  an  earoert  commission  to  study  this 
question,  and  let  us,  when  we  do  nnally  deal  with  it,  deal  with 
it  in  some  effective  way  and  not  take  chances — not  gamble  with 
the  situation--^is  I  fear  this  bill  would  do  if  it  is  not  modified  to 
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eome  eztenL  and  as  I  know  is  being  done  under  paragraph  2 

of  section  5." 


(Hearings  S.  1870  (1926),  p.  28o,  et  seq. :) 

Divisions  section  important,  but  not  sufficient  to  give  relief  to 
weak  roads,  because  attempts  to  enforce  greater  divisions  result  in 
loss  of  business  from  strong  lines. 
Systems  should  be  well  balanced  and  well  matched. 
Believes  in  preparation  of  a  plan  at  end  of  three  years  and  in  the 
compulsory  feature  of  recapture  of  earnings  over  6  per  cent. 
(Page  302:) 

"  If  there  is  to  be  no  plan,  of  course,  I  can  not  see  that  there 
is  sufficient  protection  in  this  bill  for  the  short  and  weak  roads. 
Unless  we  have  a  plan  on  this  proposed  distribution  of  the  ex- 
cess, then  I  think  that  the  commission  should  be  required  in 
specific  terms  to  grou|3  these  carriers  for  the  purpose  of  distrib- 
uting the  revenue  derived  from  that  rate  level  as  well  as  pro- 
viding a  method  by  which  the  excess  may  be  properly  distributed 
into  what  might  be  called  provisional  or  constructive  groups, 
because  I  do  not  see  how  else  it  can  be  done  effectively," 

GREAT  THOUGHT  OF  CONSOLIDATION  PRO^  ISIOXS  TO  CARE  FOR  WEAK  AND 

SHORT  LINES 

(Hearings  S.  1175  (1928),  p.  202,  et  seq.:) 

"  The  Chairman.  Let  us  assume  that  there  are  50,000  miles, 
approximately,  of  weak  lines  in  the  United  States.  Let  us 
assume  that  something  has  to  be  done  to  relieve  them  or  they 
quit  and  go  on  the  junk  pile  and  transportation  over  them  would 
be  then  discontinued.  The  question  is  whether  or  not  the  pas- 
sage of  an  act  of  this  character  will  relieve  those  lines  and  enable 
them  to  be  absorbed  and  taken  into  the  larger  systems ;  and,  if 
not,  what  is  the  remedy? 

"  Senator  Mayfield.  Before  you  get  away  from  that,  I  want 
to  ask  this  question  in  connection  with  it,  Mr.  Cain.  Is  not  the 
great  thought  underlying  the  whole  question  of  railroad  consoli- 
dation to  take  care  or  these  weak  or  short  lines  ? 

"Mr.  Cain.  Undoubtedly  that  is  true.  Senator,  and  it  has 
been  true  for 

"  Senator  Mayfield.  That  is  the  history  of  it  ? 

"Mr.  Cain.  Yes,  sir.  The  weak-line  problem  became  acute 
when  the  roads  were  taken  over  for  the  first  time  in  the  history 
of  this  country  as  a  unified  system.  It  was  then  insisted  that 
they  were  weak,  and  that  the  Government  ought  not  to  take 
them  over. 

ADEQUACY  OF  LEGISLATION  TO  CARE  FOR  WEAK  LINES 

"Senator  Mayfdeld.  To  permit  the  great,  strong,  large, 
healthy  railroads  to  consolidate  without  taking  care  of  the  weak 
lines,  would  not  that  have  the  same  effect  as  the  Government's 
taking  over  the  carriers  during  the  war  and  leaving  out  the 
short  lines! 
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*'  Mr.  Caih.  I  think  it  woiiM ;  and  I  was  just^  about  to  come 
to  this  suggestion  that  if  members  of  the  committee  are  of  the 
stme  opinion  that  Congress  has  been  for  the  past  years— ^in  other 
words,  if  the  import.ance  of  these  weak  lines  is  recognized  and 
the  members  of  the  committee  a.gree  that  they  must  be  taken 
care  of,  then  it  would  be  unnecessary  for  me  to  proceed  any 
further  as  to  the  importance  of  the  weak  roads  and  the  need 
for  remedial  legislation. 

'"The  Cmaibmaw.  Otherwise,  the  policy  of  consolidation  is 
futile;  it  would  be.  nugatory.  What  we  are  interested  in  is  to 
Me  wherein  this  bill  fails  to  take  care  of  them. 

"  Senator  Matmeld.  You  want  to  be  absolutely  sure,  because 
that  was  the  greatest  argument  put  forth  in  behalf  of  the  trans- 
portation act  of  11120;  but  what  the  little  railroads  have  got  out 
of  that  you  can  put  under  your  thumb-nail. 

"Senator  Fess.  I  think,  Mr.  Chai'rman,  that  no  onejias  ever 
stated  the  situation  more  clearly  than  Senator  Cummins  w^hen 
he  put  his  alternative — '  the  short  lines  are  not  going  to  he  aban- 
doned, because  the  public  won't  permit  it.' 

"Senator  MatfieuD'.  Are  they  going  to  get  any  help? 

"  Senator  Fess.  If  we  do  not  find  the  solution  by  consolida- 
tion, then  it  meaM  GoTernment  ownership.  It  strikes  me  that 
that  is  the  alternative. 

"  Senator  Smith.  What  provision  in  this  bill  have  you  made 
to  force,  in  the  process  of  consolidation,  a  percentage  or  a  part 
of  the  weak  lines  in  eacli  con'Solidated  project  so  that  you  can 
take  care  of  the  situation? 

*  .Senator  Fiw.  We  give  to  the  Interstate  Commerce  Com- 
mission the  power  to  cio  that— to  say  that  '  unless  you  include 
this  line,  there  is  no  consolidation.'  Of  course,  we  do  not  make 
compulsory  consolidation.  If  they  say  they  will  not  take  it  in, 
then  the  penalty  is  that  no  consolidation  will  follow. 

"  Senator  HIayfield.  The  result  will  be  that  we  will  have  15 
or  16  or  17  districts  of  large  consolidated  railroads  and  then 
have  the  short  lines  still  on  our  hands. 

"  Senator  Smith.  That  is  exactly  what  you,  will  have ;  and  not 
only  that,  but  we  incorporated  in  that  wonderful  piece  of  legis- 
lation known  as  the  Esch-Cummins  bill  that  they  were  given 
plenary  power  to  detennine  whether  a  new  road  was  needed  or 
an  additional  road  was  needed,  and  they  would  issue  a  certificate 
of  convenience  and  necessity.  I  have  a  case  right  in  my  State 
right  now  that  smells  to  heaven. 

"  Senator  Sackett.  Mr.  Cain  has  studied  this  matter  and  he 
can  tell  us,  if  he  will,  wherein  this  bill  fails  to  take  care  of  that 
line.    That  is  the  point  that  we  are  interested  in. 

"  Mr.  Cain.  Senators,  this  bill,  of  course,  does  not  completely 
take  care  of  the  weak  railroads.  I  do  not  believe  that  it  is  prac- 
ticable or  possible  at  the  present  time  to  do  that.  We  must  bear 
in  mind  that  this  is  a  tremendous  problem  and  at  the  bottom  of 
it  is  finance.  You  have  got  to  reckon  with  the  financial  interests 
of  this  country  as  well  as  those  who  are  in  charge  of  the 
railroads." 
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VOLUNTARY  CONSOLIDATION  WILL  NOT  RESULT  IN   ABSORPTION  OF  WEAK 

ROADS  WITHOUT  PRESSURE 

(Hearings,  S.  4892  (1927).) 

Mr.  Cain  having  stated  (p.  114) : 

"  If  you  were  running  a  big  railroad  and  you  had  permissive 
consolidation — ^and  I  digress  here  to  say  that  in  my  opinion  that 
is  the  only  kind  of  consolidation  we  can  have;  Senator  Cummins 
stated  it  after  years  of  study  of  the  railroad  problem  and  said 
that  he  thought  we  could  not  get  anywhere  with  compulsory 
consolidation,  and  the  j^lan  he  first  adopted  was  the  creation  of 
national  corporations  with  the  power  of  eminent  domain,  taking 
the  position  that  national  corporations,  with  power  to  condemn, 
could  be  created  bv  the  Government,  and  that  corporation  could 
condemn  anybody's  road  and  bring  together  such  roads  as  ought 
to  be  brought  together.  That  was  impracticable,  if  not  im- 
possible. So  he  had  to  fall  back,  and  the  country  had  to  faU 
back  upon  permissive  or  voluntary  consolidation. 

"Now,  you  are  not  going  to  have,  under  the  process  of 
voluntary  consolidation,  an  absorption  or  merger  of  the  very 
weak  road  with  the  strong  road  for  many  years  to  come,  and 
perhaps  never.  In  many  instances,  therefore,  it  is  necessary 
that  the  pressure  of  self-interest  must  be  injected  into  any 
law,  if  you  are  going  to  have  the  road  that  does  not  immediately 
contribute  profit  to  the  trunk  line  taken  over." 
The  following  colloquy  took  place  between  members  of  the  com- 
mittee and  the  witness  (page  138  et  seq.)  : 

"  Senator  Saciiett.  Wlien  you  consider  and  analyze  the  Cum- 
mins bill,  I  think  you  will  find  that  Senator  Cummins  had  in 
mind  the  idea  that  there  was  no  great  difficulty  about  the  con- 
solidation of  any  transportation  lines;  that  is,  the  whole 
compulsion  which  he  puts  in  that  bill,  in  requiring  revenues  to 
be  distributed  to  short  lines,  was  for  the  purpose  of  making 
that  consolidation  take  in  those  short  lines. 

"Mr.  Cain.  That  is  correct,  Senator. 

"  Senator  Sackett.  JN^ow,  this  bill  takes  away  that  compulsion 
or  that  coercion,  whatever  it  may  be,  toward  bringing  in  those 
short  lines,  to  a  certain  extent:  it  does  not  entirely,  but  it  re- 
places for  that  coercion  the  judgment  of  the  commission  that  it 
IS  its  duty  to  see  that  the  consolidation  can  not  take  place  unless 
you  do  take  in  the  short  line.  Now,  that  brings  up  a  situation 
in  my  mind  that  if  the  public  interest  requires  the  taking  in 
of  those  short  lines ;  this  bill  is  weaker  in  that  particular  than 
the  bill  which  Senator  Cummins  proposed,  which  would  bring 
that  about. 

"Mr.  Cain.  I  agree  with  that. 

"Senator  Sackett.  Why  weaken  that  situation  unless  we 
supply  something  to  take  its  place?  It  seems  to  me  that  the 
thing  we  can  supply  to  take  the  place  of  coercion  that  Senator 
Cummms  had  in  mmd,  would  be  some  plan  by  which  you  could 
gain  the  majority  of  the  stock  of  the  short  lines. 

"  Senator  Hawes.  Has  Senator  Cuimnins  abandoned  that  bill, 
Senator?    Didn't  he  change  his  mind  about  the  compulsory 
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fetture   that  lie   originally   advocated,   and   abandoned   that 

theory'! 

"  Senator  Wheeleh.  Ko  ;  he  didn't,  Senator  Hawes.  I  think 
there  should  be  something  put  in  the  bill  to  further  protect 
the  public  interest  in  preserving  the  short  line.  The  bill 
remedies  that  to  some  extent;  it  supplies  this  deficiency  to  a 
certain  extent  by  giving  the  Interstate  Commerce  Commission 
the  right  to  say  to  these  larger  roads:  Why,  you  can  make  your 
consolidation  provided  you  take  in  some  man%  road. 

"  Senator  Ha\\i:s.  Has  not  the  conmnission  the  right  to  veto  it  ? 

'*  Senator  Wheeler.  It  does  not  give  you  the  right  to  veto  if 
there  were  any  way  by  which  they  could  say  to  that  consolidated 
CBterie  of  people  or  group  of  consolidation,  that  vou  can  make 
this  consohdation  provided  you  take  in  the  short  road,  and  if 
the  short  road  won't  come  in  you  can  condemn  it.  Then  you 
have  got  your  coercion  back  in  your  bill  in  a  different  form,  but 
without  It  it  seems  to  me  you  have  weakened  the  situation  con- 
siderably. 

"  Senator  Fess.  Then  that  would  eliminate  section  208  where 
the  proposed  consolidation  is,  and  whether  other  intervenors 
petition  or  not,  from  a  short  line,  and  the  commission  make  the 
statement  that  this  consolidation  can  not  go  on  unless  you  take 
in  certain  roads.    If  they  have  a  hearing  upon  the  taking  in  of 
that  road  and  theie  is  some  dispute  after  the  hearing,  if  the 
commission  is  of  the  opinion  that  the  carrier  that  is  to  be  made  a 
party  is  insisting  upon  unreasonable  terms— that  is  a  matter 
you  have  had  in  mind  all  the  time,  as  to  whether  under  compul- 
sory consolidation  some  road  might  not  demand  unreasonable 
terms— it  is  provided  liere  the  commission  may  revoke  or  modify 
the  condition  or  prescribe  the  terms  on  which  the  carrier  may  be 
made  a  party  to  the  proposed  unification.    And  in  section  208 
it^giyes  the  commission  this  power,  that  'Hhe  order  of  the  com- 
mission under  section  207  shall  not  becom  effective  unless  the 
board  of  directors  and  holders  of  the  voting  securities  of  each 
of  the  earners  designated  herein,  or,  in  case  of  a  petition  under 
section  205,  the  board  of  directors  of  the  petitioning  carrier  con- 
sent thereto."   Doesn't  that  go  to  the  extent  of  repealing  that  sec- 


^  Senator  Sackett.  It  would  go  to  the  extent  of  repealing  thai 
ction,  but  I  do  feel  that  your  consolidation  bill  is  not  loin^ 


section. 


to  be _really  effective  to  the  public  interest  unless  vou  supply 
something  in  place  of  what  Senator  Cummins  provided  in  his 

^  **  Senator  Fess.  In  other  words,  in  the  public  interest  we  can 
invoke  the  condemnatory  proceedings ;  therefore,  if  a  road  ap- 
pears, in  the  sense  of  the  commission,  necessary  in  this  consolida- 
tion in  the  puWic  interest,  we  can  proceed  to  condemn  the  whole 
road  and  take  it  in.    That  raises  the  question  that  Senator  Wat- 

W  ^otheTt  buf?=  ^'"  ^°"  ^"^'^^  *  '•"'''^  *«  ^"'  ""«*  <=«''  >^»" 
"Senator  Sackbtt.  That  is  the  whole  question  of  this  con- 
solidation theory  but  if  you  don't  adopt  a  plan  of  acquiring  it 
through  eminent  domain  I  think  you  have  got  to  bring  up  some 
other  plan  hke  Senator  Cummins  brought  up. 
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Mr.  AunED  p.  Thom  (hearings,  S.  1870  (1926),  p.  172  et  seq.)  : 

WEAK  MNES   WILL  BE  ACQUKED  ONLT  IP  TRANSACTIONS   COMMERCIAIXT 

JUSTIFIED 

»n!l^jil!!Y^  •'^1*i*/.ri''^y  "*  consolidation  is  to  be  accepted 
^ifi  ■  ?  ^  ^^^'^^^  .""*  '*  """^  be  justified  by  its  having  a 
Buillfnt  tu"'^  "P""  the  transportation  facilities  of  the  country! 

And  P«nV^  i"  ."Pl-fi*^'*^'^?  t'^^P  ^tronge"-  and  more  efficient. 
And  can  not  be  justified  on  the  principle  of  making  them  weaker 

,^fW  r  **»''"h\gu>ding  principle  which  must  b%  held  in  S 
for  fhp  «r..'  „  ^^*"k'^'**?°  o/ consolidations  adopted  merely 
dnix.„  ff  P  n"***'*^  ^"^^  '"i  ^^^  i"'^'"«st  «f  the  lines  that  are 
doing  the  smallest  amount  of  the  transportation  service  now. 

......  ^  ™?*°  t*at  the  theory  of  consolidation  must  not  be 

Hiffitnif'^  ^'^  important  to  the  country  to  preserve  a  road  in 
difficulties  as  to  dilute  the  strength  of  the  road  that  is  really 
carrying  the  traffic  of  the  people  by  making  it  take  on  that  roaft 
at  an  improper  valuation.  *  *  *  I  do  not  believe  that  it  k 
rLi^  '"*"'***  «f.  the  public  and  I  do  not  agree  that  it  is  in  the 
range  ot  possibility  under  a  permissive  system  that  a  road  wiU 
thai  J!'^  ""  by  one  of  these  competent  roads  except  on  terms 
that  are  considered  commercially  justified.  Now,  you  have 
stated,  Senator  Couzens,  that  the  immediate  results  might  not 
^satisfactory,  but  that  the  ultimate  results  might  be  veAr  bene- 
^nTL""  if  *^!?«^*h  you.  But  whether  or  not  it  would  be 
commerciaUy  justified  will  be  measured  not  simply  bv  the  imnie- 
diate  results  but  by  the  outlook  of  what  will  ultimately  happen. 

„„7^  „„  fi     K    •      X  y  J*.¥  "^^^^  'i"^)  ""^  going  to  be  acquired 
only  on  the  basis  of  whether  or  not  the  conclusion  is  ultimately 

reached  that  the  transaction  is  commerciaUy  justified,  and  if  ft 

is  not  commercially  justified,  why  it  will  not  be  entered  into 

until  the  time  comes  when  they  think  it  will  be,  and  the  terms 

Jq"*  "^  o*  »  nature  that  will  commercially  justify  it. 

benator  Cummins.  That  leaves  a  very  important  question  to 

ustXd  ?  '^  ***  determine  whether  it  is  commercially 

fKlf^f/.T?""-  ^^''T-'*  ?*  ^^  property  is  going  to  determine 
that  question  m  the  firet  instance.    Under  any  permissive  system 

do^'SorS  uV^lVl^'''^'  that%Puestion"Y/tha^ 
ofkfn  ™oI°?'  1^^  ^t  '^^  ***.  Congress  to  say  whether  some 
other  method  ought  to  be  adopted.  But  as  long  as  there  is  a 
permissive  system,  and  I  thint  as  long  as  therl  is  a  coerdve 
system  that  there  will  never  be  acquisition  of  these  pronerti^ 
by  one  property  or  another,  on  terms  not  commercially  justified! 

^^™.r     PF*^^    '^    ^"""S    ^    «*y'    ""^^    ^11    t«L    both 

properties.  " 

eAFEGUARD  IN   POWER  OF  C0H3IISSI0N   TO  ATTACH   CONOmONS   OF  CON- 
SOLIDATION 

tionfnJl^f  ^?^^"1-*^  "*^  \'».P?^^'-  of  commission  to  attach  condi- 

bv^,nr„a^       i!^**'T'  .''"'^  ^^'^  ^^^^  ^'"  he  broad  conception 

tL^«  ?r,«1?.  '"''•"  ^^2^'"^  ^'^^  *»"^^*'"'^  °*  whether  they  should 
laKe  in  another  piece  of  property. 
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(A  fii.itli©r  cxprwsiott  of  Mr.  Thorn's  views  mil  be  found  under 
the  head  **  Complete  Plan  of  Consolidation,"  infra.) 

It  should  be  stated  that  Mr.  Thom  at  the  hearings  on  S.  1870  and 
at  subseinient  bearing:  stated  that  he  was  in  favor  of  legislation 
permitting  the  commission  to  attach  conditions  as  to  the  taking  in 
of  weak  roads  to  orders  permitting  consolidations,  with  the  limita- 
tion that  if  unreasonable  terms  were  insisted  upon  by  the  road  to 
be  taken  in,  the  commission  might  waive  the  requirement. 

Dr.  C.  S.  Duncan  (hearings  H.  R.  11212  (1926),  p.  25  et  seq.). 

TEST  OF  WEAK  MNB — CLASSIFICATION   NOT  PIMMANENT 

Discussing  the  problem  of  weak  lines,  he  states  that  the  test  of 

m  weak  railroad  is  neither  size  nor  length  nor  location,  but  the  real 
test  is  the  relation  of  net  reurn  upon  investment,  and  that  weak 
roads  are  not  confined  to  the  group  known  as  short  lines.  Also  that 
this  test  of  weakness  will  not  necessarily  classify  permanently  any 
given  road  in  the  weak  group. 

Taking  up  the  group  of  roads  classified  by  Senator  Cummins  in 
I'WS  ts  wealc  roads,  he  makes  the  following  analysis : 

Humber  of  roads  classified,  46;  mileage,  42,000  miles  (round 
igares);  1922,  net  operating  income,  $3ft,825,268;  total  deficits, 
'$1,214,562;  18  roads  ahowing  a  deficit;  102S,  net  operating  income, 
$65,868,649;  total  deficits,  $2^011,322;  9  roads  showing  a  deficit; 
1924,  net  operating  income,  $76,598,194;  total  deficits,  $2,152,501; 
11  roads  showing  a  deficit ;  1926,  net  operating  income,  $84,080,405 ; 
total  deficits,  $1,251,518;  7  roads  showing  a  deficit. 

raki,ng'  specific  roads   and   showing   the   fluctuation:   Buffalo, 
'Boebester  &  Pittsburgh,  1922  return,  0.79  per  cent ;  1923,  4.10  per 
uent;  1924,  6.68  'per  cent;  1926,  3.64  per  cent.    New  York,  Ontario 
A  Western,  1922  return,  0.35  per  cent;  1923,  1.04  per  cent;  1924, 
1.73  per  cent;  1925,  1.13  per  cent.    Detroit,  Toledo  &  Ironton,  1922 
return  showed  deficit  $168,984;   1923,  6.6 J  per  cent;    1924,   8.80 
per  cent;  1925,  12.45  per  cent.    Missouri  Pacific,  1922  return,  2.13 
per  cent;  1923,  2.23  per  cent;  1924,  3.78  per  cent;  1925,  6.36  per  cent. 
"These  examples  only  illustrate  the  changes  that  may  take 
place  in  any  group  of  railroads  where  business  and  traffic  are 
liable  to  fluctuation.    They  show  very  clearly  that  no  exten- 
sive groui)  of  railroads  can  be  permanently  classified  from  the 
results  of  any  one  year  as  weak  lines.    The  converse  is  also 
true.    This  is^a  broad  countfy  with  greatly  diversified  climate 
and  agriculture  and  industry.    The  same  influences  do  not  have 
the  same  effect  in  all  parts  of  the  country.    The  result  is,  there- 
fore, that  lor  one  reason  or  another  certain  railroad  lines  may 
grow  weaker  and  may  fall  into  the  class  of  weak  lines.    In 
a  word,  there  is  no  permanent  classification  that  can  be  made 
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"  It  is,  however,  certain  that  even  though  roads  increase  their 
earnings  so  as  to  rise  out  of  what  may  be  called  the  weak-road 
class  and  other  roads  may  decrease  their  earnings — perhaps  I 
should  say  have  their  earnings  decreased — so  as  to  fall  into  this 
classification,  thus  making  the  subject  somewhat  indefinite  and 


uncertain,  there  is  a  problem  that  remains  constant.  That 
problem  is  to  preserve  and  to  maintain  a  strong,  efficient  and 
adequate  transportation  service." 

.o  nnn®^  •^"''^^f  nj^^^  .?"*^  ""^  ^^  ^^^^^  ^i<^^  *otal  mileage  of  about 
42,000  miles,  11  000  miles  are  controlled  by  other  companies,  and  as 
to  this  mileage  the  returns  are  not  significant. 

Does  not  claim  that  there  is  not  a  weak-line  problem,  but  that 
strengthening  of  transportation  service  is  the  pressing  and  impor- 
icim/  proDiem. 

CAUSES   OF  WEAKNESS 

After  determining  what  is  a  weak  load,  we  should  see  what  is 
cause  for  weakness,  such  as  lack  of  traffic  due  to  lack  of  production 

cL?^T""v/^'  f^''^^*^'  ^.^''iUty  t«  secure  traffic  in  the  competitive 
struggle  with  other  carriers  or  otherwise;  overcapitalization:  un- 

Tr^hnn"/-  "''•*"'" V*?"-  I'"'  "  ^^"^^^  °*  '■«*««  in  an  entire  district: 
overbuilding  m  a  district;  steep  grades  or  circuitous  routes;  exhaus- 
tion of  resources  for  which  road  was  originally  built,  etc. 

WIU,   CONSOLIDATIOJf  EUMINATE    CAUSES    OF   WEAKNESS 

JIJ}^  *^''*'  ^**P',J*  see^s  to  me,  that  should  be  taken  is  to 
T.%r°^  conso  idation  would  affect  these  causes  of  weak- 
W  nf  w°"i^  r""^"^'tu''*"  eliminate  them?  Would  the  join- 
ing of  weak  lines  with  weak  lines  bring  more  traffic,  secure 
better  management,  produce  a  better  financial  structure,  elim- 
inate steep  grades,  or  otherwise  be  helpful? 
K,  if  Tv  ^^  ^  considered  that  if  consolidation  as  proposed 

ftLr^K      K^''^  ?•  ^"'  T"^**  ?"*  '■^•°«<ly  the  causes  of  4ea&iess, 
then  the  absorption  of  an  inherently  weak  line  into  another 

S.°  r"^^  °°^y  ?V^  ^  '•«*  '"*«  tJie  larger  structure     No 
«ff^.^'.  K^  •  "/*"  f*u?  "**^  "?<=°™*  *^^  necessary  details  to 
W^      kI^^''%*°'"-  ^»t«"»gent  action  in  regard  to  thele  questions 
No  arbitrary  legislative  act  will  create  new  traffic. 

oon,t,f  11*7       f '^  ^V"^  ''^''"*  ^^^  ^^^^  li'^^s  '^nd  short  lines  be- 
coming feeders  to  a  larger  system.    Careful  consideration,  how- 

not  suK"        '""  "^"^  attachments  are  feeder  and 
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,    In  answer  to  questions  by  members  of  the  committee    Tinptnr- 

?eTkTirrv'"1  ""^  ""*.  ''''''  ^""'t  ^^'^  potentTtri  w'S?! 
.if  wif    in  by  a  larger  system  upon  the  larger  system  beinff  shown 

2  „"ij  elnthf^rh'"*"''""'  1>°«'"?'S.  problem  fa 

edui  case  ana  can  not  be  met  by  any  general  princiole  or  mlp 

?n  In'^lr"'  '^"^  *^^  commoia-seL^thing  ?o  doTn  this,  .^ 
in  all  other  cases,  is  to  remove  any  legal  o%  other  barrier^  ^ 


I 
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the  way  of  possible  consolidation  or  absorption  of  weak  lines 
into  larger  systems,  in  order  that  the  managements  of  the  rail- 
roads may  study  the  opportnnities  for  improvement  and  for 
mutual  advantaipe  and  for  better  service  to  the  public.  On  the 
other  hand,  legmlitive  action  should  be  avoided  which  would 
tend  to  saddle  weak  lines  on  strong  lines,  upon  which  latter 
so  great  a  proportion  of  the  traffic  of  tlie  country  is  borne, 
in  such  a  manner  that  the  general  transportation  service  would 
be:  made  to  suffer. 

OONSOUDATION8  SHOULD  TAKE  PLACl  OKLY  ON  BUSINESSLIKE  TERMS 

"  It  is  generally  admitted  that  in  all  cases  supervision  of 
the  Interstate  Commerce  Commission  should  be  required  and 
the  public  interest  should  in  all  instances  be  safeguarded.  It 
is  equally  necessary  that  Congress  and  the  public  should  under- 
stand that  the  consolidation  problem  is  one  which  depends 
upon  a  sound  economic  and  commercial  judgment.  Consolida- 
tion will  take  place  only  upon  such  terms  as  appear  sound  and 
businesslike  to  the  judgment  of  business  men.  Any  attempt 
to  consolidate  otherwise  is  to  place  an  obstacle  in  the  way 
of  accomplishing  the  very  purpose  desired  (pp.  28-29).    *    ♦    • 

"Congress  and  the  public  should  clearly  distinguish  between 
the  so-called  weak-line  problem  and  the  problem  of  weak  trans- 
portation service,  realizing  the  former  to  be  a  question  for  indi- 
vidual and  detailed  study  and  the  latter  to  be  a  real  national 
problem  which  Congress  must  meet "  (p.  33). 

lir.  Mtmma  S.  Lovht  (hearings  H.  K.  11212  (1926) ,  p.  75  et  seq.) : 

COMFULSOIT  UNIFICATION  ENCOURAGES  SPECULATORS 

Greatest  objection  to  any  plan  that  contemplates  any  form  of 
compulsory  or  enforced  unification  is  the  encouragement  it  gives  to 
Rieculators  in  the  stock  and  other  securities  of  what  are  termed 
the  weak  lines  to  believe  that  the  Government  will  force  the  so-called 
strong  lines  to  buy  them  out  or  take  them  over  in  some  form,  greatly 

S'lrf  weiroids  generally  held  by  few  men  who  acquired 
it  as  speculative  proposition,  or  ^ot  stuck  with  it  in  some  financial 
venture.  Stock  of  dividend-paying  roads  scattered  among  small 
holders. 

.arOCKHOLDERS  WOULD  RATHER   PAY  RECAPTURE  THAN  TAKE  UNPROFIT- 
ABLE ROAM 

(After  discussing  the  recapture  clause) — 

"I  believe,  however,  that  most  stockholders  would  rather 
pay  over  to  the  commission,  if  they  are  bound  to,  the  net  earn- 
ings in  excess  of  the  statutory  limit  than  to  be  forced  to  accept 
an  unproitable  road  and  carry  that  burden,  which  might  con- 
ceivably result  in  their  being  no  net  earnings.  In  other  words, 
if  they  retain  their  present  properties,  they  are  reasonably  as- 
sured of  net  earnings  to  the  amount  limited  by  the  statutes.    If 
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they  are  loaded  down  with  unprofitable  lines,  they  might  fail 
to  realize  such  net  earnings.  To  go  a  step  further :  The  success 
Of  a  consolidation  plan,  when  the  requisite  authority  is  given 
by  Congress,  will  depend  finally  upon  the  terms  of  the  con- 
solidation. 

"  Mr.  Newton.  That  is,  the  terms  as  between  the  parties. 
Mr.  Lovett.  As  between  the  parties.  It  is  going  to  be  a 
matter  of  trading.  The  directors  and  stockholder  of  an  exist- 
ent solvent  company  will  not  willingly  take  over  an  unprofitable 
road  at  a  price  greatly  in  excess  of  its  real  value.  By  value 
1  do  not  mean  any  theories  that  may  be  prevailing  popularly  as 
to  what  IS  value,  but  I  am  speaking  of  value  as  understood  by 
the  business  man  and  the  ordinary  investor.  That  is  to  say, 
what  IS  this  proposed  property  worth  to  us?  Can  we  use  it 
in  a  way  that  will  mve  us  profit  or  at  least  not  involve  loss? 
If  so,  we  would  be  willing  to  take  it  over,  if  desired  by  the  com- 
mission or  the  Government,  on  those  terms.  But  we  would 
be  unwilling  to  take  over  a  property  at  a  price  that  is  far  in 

of  ftl™  Lt^r^K  l^^^  ""t  ^^^  conceivably  hope  to  get  out 
of  It  or  any  savmg  that  may  be  made.  By  that  I  do  not  mean 
the  owners  of  a  prosperous  road  would  not  take  a  property 
without  some  hope  of  profit  in  it.    I  am  sure,  from  my  under- 

fn«?l!ffnf  ^^  ^^'""u  ^T"!^^^^  railroad  executives  and  rail- 
load  owners  generally,  that  they  desire  to  cooperate  with  the 
policy  of  the  Government  in  respect  to  this  matter,  whether 
they  believe  in  it  or  not;  and  that  they  will  take  a  property 
upon  the  best  terms  obtainable,  provided  that  there  is  not  ai 
almost  certam  Joss  of  a  substantial  amount. 

I  do  not  believe  that  solvent  railroad  companies  with  an 
^Sn^rT^'  ^'/i^??*  ^^l  competitors,  will  undertake  the 

f3trthe  GZ^:^ir''^'' '  ^^^^^^^  ^^^^'  -^-  *^^y  - 

"  I  believe  the  attitude  of  the  officers  would  be  that  if  the  Gov- 
ernment has  the  power  to  confiscate  the  property  that  way— I 
use  that  term  with  a  1  deference  but  that  is  what  I  believe  it  is- 
that  rather  than  volimtarily  take  action  that  involves  the  sol- 
vency  of  their  company,  they  will  leave  that  responsibiHty  to 
I  n.lTP'^^''*  and  refuse  to  consolidate  where  the  consofida- 
tion  involves  a  gross  injustice  to  their  stockholders"  (p.  79). 

Mr.  R.  C.  FuLBRiGHT  (Hearings  S.  1870  (1926),  p.  87) : 

WEAK  LINE  PKOBLE3I  EXAGGERATED 

«  Some  times  I  think  we  exaggerate  this  weak-line  problem. 
I  had  occasion  to  make  an  analysis  of  a  list  of  weak  lines  that 
was  furnished  by  the  Senator  from  Iowa  in  an  article  some  two 
years  ago  and  pointed  out  to  him  that  a  large  number  of  those 
lines  that  were  classed  as  weak  lines  are  in  fact  already  con- 
trolled by  strong  Imes.  In  fact  an  analysis  of  our  situation  in 
the  Southwest  reveals  that  we  have  left  only  a  very  few  weak 
Imes  that  are  not  in  a  position  to  look  to  some  stronger  parent 
for  succor  in  time  of  financial  stress.    One  of  those  i?  the  Kan- 
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sas  City,  Mexico  &  Orient,  which  was  the  result  of  a  dream  of 
certaiE  promoters  that  they  were  going  to  build  a  road  from  the 
MisBouri  to  the  Pacific  coast  to  Mexico.  And  they  built  it 
through  a  land  that  was  for  the  most  part  little  better  than  a 
desert.  Only  fit  for  grazing  over  a  considerable  part  of  that 
territory.  They  never  got  to  their  objective.  It  was,  to  say  the 
least  of  it,  built  in  a  territory  in  which  there  was  no  demand  for 
a  railroad.  There  was  no  traffic  there  to  support  a  railroad. 
Mow  the  result  is  that  that  has  been  saddled  upon  the  public. 
Well,  those  persons  who  have  invested  in  railroad  properties 
that  have  been  wisely  administered  and  wisely  conceived  do  not 
feel  that  this  body  should  say  to  them  that  they  shall  dilute  their 
investment  by  taling  over  this  dream  of  those  promoters  that 
has  long  since  passed  through  the  receivership  and  into  other 

Bands. 

"  On  the  other  hand,  what  has  been  done  for  the  Orient  ?  You 
have  lent  money  to  the  Orient,  increased  divisions  have  been  ac- 
corded by  its  connections  to  the  Orient.  Along  the  Orient  line 
when  those  people  there  feared  that  its  rail  might  be  taken  up, 
they  appeared  before  the  regulatory  body  and  said, '  We  are  will- 
ing to  pay  more  rates,  if  you  leave  us  the  railroad.'  It  built 
into  a  territory  where  there  was  little  development,  and  in  that 
territory  the  presence  of  the  railroad  greatly  increased  the  value 
of  the  property.  The  people  there  should  pay  more  for  their 
transportation  until  there  is  development  to  where  the  railroad 
can  be  supported." 

COMPLETE  PLAN  OF  CONSOLIDATION 

As  appears  from  the  brief  analyses  of  the  various  bills  which 
have  been  introduced  from  time  to  time,  provisions  for  the  prepara- 
tion of  a  complete  plan  of  consolidation  were  carried  along  in  differ- 
ent forms  through  several  bills,  the  time  when  such  plan  should  be 
put  into  effect  being  deferred  for  varying  periods.  Under  the  leg- 
islation now  propoBed  provision  is  made  for  a  plan,  but  such  plan  is 
to  be  merely  a  guide  and  the  idea  of  compulsion  is  not  involved. 

It  has  apparently  been  the  consensus  of  opinion  of  the  witnesses 
who  have  testified  from  time  to  time,  as  well  as  of  the  commission, 
that  a  complete  and  comprehensive  plan  of  consolidation  in  accord- 
ance with  the  provisions  of  which  all  railroads  should  be  eventually 
consolidated  was  impractical.  The  views  of  these  witnesses  on  this 
subject,  and  upon  the  subject  of  compulsory  consolidations  are  here 
set  forth.  As  heretofore  stated,  these  views  should  be  considered 
in  connection  with  a  consideration  of  the  weak-line  problem. 

See  report  Interstate  Commerce  Commission,  1D25,  page  32  supra. 

AumD  P.  Thom  (hearinp,  S.  2224  (1925) ) : 

CONSOLIOATION  UNDER  COMPLETE  PLAN  UXWOBKABLE 

Considers  consolidation  under  plan  of  a  map  thoroughly  unwork- 
able.   Will  result  in  roads  to  be  taken  in  holding  up  price.    Consoli-j 

dtttion  is  business  and  financial  problem,  not  to  be  dealt  with  on 
academic  or  theoretical  lines. 
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Advocates  permissive  system  to  be  passed  upon  by  commission 
with  authority  to  approve  with  modifications  or  to  annex  conditions. 

Believes  railroads  will  effect  consolidations  themselves  under  per- 
missive legislation.    (P.  85,  et  seq.)  ^ 

RAILWAY  EXECUTIVES  FAVOR  PERMISSIVE  PLAN 

(Hearings,  S.  1870  (1926),  p.  177,  et  seq.:) 

n^Z.l''l        railways  as  stated  in  resolutions  of  Association  of 
Railway  Executives  presented  by  Mr.  Thom. 
1  hat  legislation  should  provide: 

e^l"^'  ^?^  ^  permissive,  as  contradistinguished  from  a  compul- 
sory  system  under  which  two  or  more  carriers  may  a^ree  upon 
a  consolidation,  subject  to  the  approval  of  the  Interstate  Com- 
merce Commission,  which  should  be  empowered  to  approve  it 

Zn^J^J'^^Vfu^'  """"Ji  Pf.™^*  '^  ^^ly  ^'^^  modifications  or 
conditions.    If  the  modifications  or  conditions  are  found  to  be 

ZCff  K  '  ''''  *^^  ^^v^l^""  ^V^^  *^^7  ^^n  be  carried  out  are 
f^r^l.  ^^  unreasonable,  the  right  should  be  reserved  to  submit 
tlie  facts  to  the  commission,  which  should  have  power  to  con- 
M^ht  of  tK?7T'^  modifications  and  conditions'^ anew  in  the 
light  of  the  facts,  and  to  modify  them,  annul  them,  or  prescribe 
terms  on  which  thev  may  be  availed  of.  y^^^nm 

fLvJlI^l  federal  methods  and  machinery  which  may  be 
availed  of  to  carry  into  effect  any  consolidation  which  is  ap: 
^^^l^^J"^^  permitted  by  the  comiiiission.  ^ 

nirnLn  nf  !  "'^^'^''^  ^"^  Cougrcss  bv  the  commission,  at  the  ex- 

PROPOSALS  FOR  CONSOLTOATIONS  SHOULD  EMANATE  FROM  RAILROADS 

(Hearings,  H.  R.  11212  (1926) :) 

Hearings,  S.  4892  (1927),  p.  102:) 
T^nhl^li.^  ^®*^  **•  **  ^t  cpnfideration,  Mr.  Chairman,  we  have 
tions  and  to  bring  them  about  is  by  a  permiSive  system     It  is 
tM^""rT:i''''^l^K^  "^T^  carWout  as  a  buJine^  under 

dSin/  ^  Z,«f  "i!*  ''  °°*  '^'*'  "'^e'^'^?  '^  governmental  un- 
Ski«?;k  ™"?t  be  arranged  on  business  plans  that  are 
possible  to  be  carried  into  effect.  We  believe  that  the  best  wav 
of  creating  a  situation  which  can  be  carried  out  is  to  let  the  ml 
S  oTnT*'  *™^1?1'  railroads  and  be  worked  ou?  by  thei^  on 

P„^  L  ^^ "^P^^^'l'^'^y  ''"^  ^y  ^^^"  "^  methods,  so  that  they 
can  provide  means,  by  agreements  or  by  contracts  w  th  those  who 

gestion  subject  to  the  approval  of  Congress. 

benator  Fess.  That  is  where  the  Government  steps  in. 
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GOVEMNMENT  SHOULD  PASS  ON  'lAILROAD  PROPOSALS 

"'  Mr.  TiioM.  That  is  where  the  Government  steps  in.  After 
all  these  things  are  brought  out  and  there  is  a  practical  plan, 
based  upon  business  considerations,  worked  out  bv  business  men, 
and  the  means  are  provided,  you  then  come  to  the  Government 
and  say  that  here  is  what  you  propose  to  do  in  the  public  interest, 
and  the  Government  can  say  '  Yes '  or  '  No.' 

**  Senator  Fess.  And  that  guarantees  at  once  that  it  can  not 
be  a  mere  railroad  solution. 

*'  Mr.  Thom.  Certainly  it  can  not  be  a  mere  railroad  solution. 
But  suppose  it  does  not  start  with  the  railroads  and  instead 
starts  with  the  Government  as  proposed  in  the  present  law; 
that  a  great  mold  is  to  be  put  down  upon  the  railroad  systems 
of  the  country  and  everything  maahed  into  that  mold.  You  can 
not  do  that.  You  are  dealing  with  business  enterprises.  You 
have  not  established  any  means  by  which  that  can  be  done.  The 
only  way  in  which  that  can  be  carried  out  is  by  the  Government 
autnorizing  the  means,  and  that  is  compulsion  in  the  way  that 
it  is  intenoed  in  the  present  law. 

ANT  WOMM  OP  COMPULSION  1AI8E8  QUESTION  OF  CONSTrTUTIONALITT 

• 

"Mow,  is  there  any  place  between  the  two  where  a  system 
of  compulsion  can  be  created  ?  For  example,  can  there  be  such 
pressure  put  upon  these  carriers  that  they  will  try  to  find  a  way 
to  get  out  from  under  the  pressure  by  furthering  the  consolida- 
tions f  If  you  attempt  it  and  say  that  you  do  it,  as  suggested 
in  the  Cummins  bill,  by  taking  everything  oyer  6  per  cent  from 
a  carrier  that  does  not  consolidate  you  run  into  the  question  of 
whether  you  are  violating  the  fifth  amendment  of  the  Consti- 
tution, taldng  property  without  due  process  of  law.  And  there 
is  your  litigation  instead  of  your  consolidation." 


Hon.  HmiiBrr  Hoovm,  Secretary  of  Commerce  (hearings  S.  2224, 

:9S4)'ip.  18) : 

COMPULSORY  CONSOLIDATION  IMPRACTICAL 

"  It  has  appeared  to  us  that  compulsory  consolidation  per  se 
is  impracticable  in  finance,  and  it  is  fraught  with  a  great  many 
constitutional  difficulties.  Compulsory  consolidation  implies 
the  condemnation  under  the  power  of  eminent  domain,  and 
under  such  action  the  Government  would  be  at  some  stage  in- 
volved in  the  ownership  of  railways  through  condemnation.  I 
have  a  doubt  that,  with  our  past  railway  history,  if  our  citizens 
would  be  ready  to  rebuy  the  railways  at  any  price  that  they 
might  be  condemned  to  the  Government." 

A.  H.  Haihs,  vice  president.  New  York  Central  Lines  (hearings, 

a  1870  (1926),  p.  246): 
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CONSOLIDATIONS  RETARDED  BECAUSE  OP  REQUIREMENT  FOR  PLAN 

"  Consolidation  has  been  held  back  for  Rve  years  because  of 
the  bar  set  up  in  the  transportation  act  itself.  The  transporta- 
tion act  of  1920  declared  in  favor  of  consolidations  and  made 
consolidations  the  policy  of  the  Government,  but  required,  as 
you  know,  that  they  should  be  made  in  compliance  with  the 
group  plan.  The  commission  has  found  it  impossible  to  pre- 
pare such  a  plan,  although  a  great  deal  of  work  has  been  done 
m  regard  to  it,  and  valuable  work,  too,  and  much  information 
has  been  gathered  which  will  be  of  benefit. 

"The  Chairman.  Have  you  ever  tried,  Mr.  Harris,  either 
alone  or  m  conjunction  with  other  persons— you  have  had  great 
experience— to  work  out  a  group  plan  for  the  whole  country? 

CL  5f5'  -^^^^®-  Well,  we  have  for  the  eastern  region. 

^^  The  Chairman.  For  the  eastern  region  ? 
'       u  n^l'  ^f'^^^'  Yes ;  we  have  not  gone  west  of  the  Mississippi, 
ihe  Chairman.  And  you  think  it  is  entirely  feasible,  do 
you?  "^  ' 

«  ^i.^*  ^^^^^'  "^ou  mean  to  work  out  an  advance  plan  ? 
Ine  Chairman.  Yes. 

"Mr.  Harris.  No. 

l\  The  Chairman.  That  is  what  I  want  to  get 
Mr.  Harris.  That  is  what  I  started  to  say.  I  am  entirely 
in  sympathy  with  this  legislation  and  hope  very  much  that  it 
will  be^  enacted,  so  far  as  it  provides  for  a  voluntary  consoUda- 
tion  of  railroads  and  gives  us  the  machinery  under  which  we 
can  proceed.  I  am  not  in  favor  of  the  provisions  which  look 
to  an  advance  grouping  or  of  an  attempt  to  force  consolidations 
or  to  fix  a  limited  time  within  which  they  can  be  made,  or  to 
penalize  the  companies  which  do  not  complete  their  groups 
withm  the  limited  time.  I  say  that  for  reasons  to  which  I  am 
going  to  call  your  attention. 

"The  railroads  of  the  country  in  the  past  have  shown  no  re- 
luctance to  consolidate.  Consolidation  has  been  the  order  of 
the  day.  All  of  our  systems  are  the  result  of  many  consolida- 
tions and  there  would  be  more  of  them  except  for  the  obstacles 
put  in  the  way  by  the  antitrust  laws  and  lately  by  the  inabilitv 
to  consolidate.  So  that  the  important  thing,  in  my  mind,  is  to 
take  the  bar  down  and  let  us  go  ahead. 

consolidations  must  be  voluntary 

*'  But  when  it  comes  to  saying  that  within  three  years  or  seven 
years,  or  any  particular  length  of  time,  you  must  have  this 
work  completed,  and  if  you  do  not,  then  a  penalty  will  fall 
upon  the  roads  that  have  not  consolidated— that  I  am  not  in 
favor  of,  nor  do  I  think  that  after  a  certain  length  of  time  the 
commission  should  be  required  to  take  up  again  the  task,  which 
It  has  now  surrendered  in  despair,  of  grouping  the  railroads 
which  have  not  been  consolidated.     Consolidations  are  evolu- 
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tiom  They  are  growths.  They  are  not  fa€hine  made.  You 
cin  not  parcel  the  roads  out  and  say  to  those  within  a  group, 
'  Get  together  and  consolidate.'  That  has  never  been  done.  I 
doubt  if  it  ever  can  be  done.  Consolidations  must  be  voluntary, 
and  until  the  Government  is  prepared  either  to  purchase  the 
roads  or  provide  for  their  condemnation  there  is  no  way  by 
which  companies  can  be  brought  together  and  made  to  consoli- 
date or  take  leases  one  from  the  other,  unless  the  terms  and 
conditions  offered  are  attractive  to  the  security  holders,  ihey 
will  say  no,  and  we  simply  come  to  a  stop,  no  matter  what  the 
management  may  want  to  do.  When  a  proposition  is  submitted 
to  stockholders  lor  their  approval,  if  they  say  all  right,  it  goes: 
but  if  they  say  no,  the  thing  is  at  an  end. 

« I  would  like  to  have  you  consider  what  it  means  to  car  17 
through  a  consolidation  ol  a  considerable  size.  First  of  all,  it 
is  necessary  to  look  the  field  over  and  determine  what  roads  you 
want  to  unite  or  bring  in  and  why ;  what  the  advantages  are  and 
what  the  disadvantages  are.  You  have  got  to  look  the  situation 
over  and  determine  what  you  can  afford  to  give  for  a  road.  And 
then  you  must  negotiate  with  the  people  who  control  it  and  see 
what  terms  you  can  make  with  them.  1  on  must  determine  not 
only  the  price  and  the  terms  but  what  securities  are  to  be  issued ; 
how  the  thing  is  to  be  carried  through.  Then  you  must  have 
action  by  the  companies,  and  in  that  connection  you  must  com- 
municate with  your  stockholders  and  tell  them  what  it  is  aU 
about.  And  then  you  must  go  to  the  Interstate  Conimerce  Com- 
mission and  have  the  proposal  passed  upon.  When  it  is  ap- 
proved, there  are  the  financial  transactions  to  be  carried  out 
which  are  involved  in  a  merger.  You  must  provide  the  money 
to  take  care  of  the  stocMiolders  who  dissent.  If  it  is  a  purchase 
instead  of  a  consolidation  you  must  provide  the  money  to  buy 
the  property.  You  must  have  a  plan  to  finance  future  require- 
ments, for  which  the  existing  arrangements  may  not  be  ade- 
quate. And  then  you  have  to  go  to  the  market  with  those  securi- 
ties and  get  the  money  for  them,  bearing  in  mind  that  very 
often  the  securities  you  put  out  are  unseasoned  securities  which 
have  not  yet  found  their  own  market. 

"The  Chaikman.  It  is  a  tremendous  task,  is  it  not? 

"Mr.  Haims.  It  is.  If  the  companies  should  be  required  to 
consolidate  their  lines  within  a  limited  time  and  an  attempt 
should  be  made  to  do  so,  I  think  the  situation  which  would  be 
precipitated  would  be  a  serious  one.  It  can  not  be  done.  It  is 
not  humanly  possible  to  do  it.  But  if  it  could  be,  it  would  make 
a  great  commotion  and  a  great  disturbance  in  many  quaiiers. 
In  the  first  place,  it  is  likely  that  many  of  these  combinations 
would  be  ill  advised ;  that  the  roads  would  not  be  brought  to- 
gether as  they  should  be,  because  proper  consideration  had  not 
been  given  to  the  matter  or  not  sufficient  consideration.  It 
would  be  a  matter  of  consolidating  at  haste  and  repenting  at 
leisure* 
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Does  not  favor  time  limit  with  penalty  of  distribution  of  earnings 
above  6  per  cent  because  it  will  be  temptation  for  weftk  roads  to  boost 
price. 

President  Coolidoe's  message  to  the  Sixty-eighth  Congress,  second 
session  * 

NOT  NECESSARY  TO  ADHERE  TO  A  PLAN 

"  The  consolidations  need  to  be  carried  out  with  due  regard 
to  public  interest  and  to  the  rights  and  established  life  of  various 
communities  m  our  country.  It  does  not  seem  to  me  necessary 
that  we  endeavor  to  anticipate  any  final  plan  or  adhere  to  the 
artifacial  and  unchangeable  project  which  shall  stipulate  a  fixed 
number  of  systems,  but  rather  we  ought  to  at)proaeh  the  prob- 
lem with  such  a  latitude  of  action  that  it  can  be  worked  out  step 
by  step  m  accordance  with  a  comprehensive  consideration  of 
jbublic  interest.  Whether  the  number  of  ultimate  systems  shall 
be  more  or  less  seems  to  me  can  only  be  determined  by  time  and 
actual  experience  m  the  development  of  such  consolidations. 

Those  portions  of  the  present  law  contemplating  consolida- 
tions are  not  sufficiently  effective  in  producing  expeditious  action 
and  need  amplification  of  the  authority  of  the  Interstate  Com- 
merce  Commission,  particularly  in  affording  a  period  for  volun- 
tary proposals  to  the  commission  and  in  supplying  Government 
pressure  to  secure  action  after  the  expiration  of  such  a  period." 

Dr.  C.  S.  Duncan  (hearings  H.  K.  11212,  (1906)  p.  22)  : 

PROVISION   FOR   COMPLETE   PLAN   IMPRACTICAL   AND    ARTIFICIAL 

"  The  Federal  law,  as  it  now  stands,  sets  up  an  artificial  and 
necessarily  impractical  provision  for  the  consolidation  of  the 
carriers.  I  refer  to  the  plan  or  map  which  is  provided  for  in 
section  5,  paragraphs  (4)  and   (6)  of  the  transportation  act. 

•11  ^^  ^l  *^®  railroads  are  a  private  enterprise,  consolidations 
will  be  the  result  of  bargaining  on  a  business  basis,  and  all 
parties  at  interest  wiU  have  to  be  satisfied  before  the  consolida- 
tion can  be  achieved,  and  the  rights  of  all  will  have  to  be  fuUv 
protected.  "^ 

RAII^OADS    PRIVATE    ENTERPRISE— TERMS    OF    CONSOLIDATIOXS    MUST    BE 

COMMERCIALLY  JUSTIFIABLE 

^.w  T.  *^^  lf}^^ORds  are  a  private  enterprise,  even  though 
devoted  to  public  service  and  under  public  supervision,  their 
relations  to  each  other  must  necessarily  be  on  a  business  basis. 
It  follows,  therefore,  in  the  matter  of  consolidation  that  the 
^X  h^^ti  ^^^^^^f  ^s^.lidation  takes  place  must  be  commer- 
cially justilable.  There  is  absolutely  no  other  means  by  which 
inlSir*''^  ^^^  remaining  private  enterprises  can  be  brought 
p^ti^  saf^  * ardl^d^'  ""'^^^  ""^  ^^  interested 
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After  reciting  the  statements  of  Professor  Eipley  as  to  the  difficul- 
tieS'  of  preparing  ft  complete  pkn,  and  the  recommendation  of  the 
Interstate  Commerce  Commi;ssion  that  the  requirement  for  a  com- 
plete plftn  he  omitted,  he  conckides : 

'  *'  The  requirement  for  a  plan,  rigid,  theoretical,  and  unwork- 
able in  practice  is  therefore,  not  only  not  necessary  hut  is  even 
mn  obstacle  and  a  detriment  to  accomplishing  the  very  purpose 
soight '''  (p.  M). 

CONCLUSIONS  AS  TO  :PLAN  OF  'CONaOLIDATION 

Doctor  Duncan  stated  the  following  conclusions  which  appear  to 
concisely  set  forth  the  position  of  the  stronger  roads  on  the  question 
of  a  complete  plan  of  consolidation  as  contemplated  by  the  original 
legislation  and  as  contended  for  by  the  weak  roads : 

^  Consolidation  of  individual  i>roperties  is  not  a  general  ques- 
tion to  be  settled  by  general  action,  but  each  case  stands  alone 
with  its  own  peculiar  problems. 

"  Compulsion  in  consolidation  is  unwise  and  will  prove  unsat- 
isfactory in  its  results. 

"If  th*^re  are  to  be  consolidations,  the  system  adopted  should 
be  voluntary  consolidation;  (a)  under  adequate  saieeuards  to 
the  owners,  to  all  communities,  and  to  the  public;  (b)  along 
those  lines  which  seem  feasible  to  practical  men;  (c)  on  terms 
which  are  commercially  justifiable;  (d)  where  such  inducements 
are  offered  to  management  as  will  make  it  worth  while  and  will 
attract  capital  by  restoring  credit;  and  (e)  such  as  will  tone  up 
service  and  save  transportation  facilities  as  far  as  possible  to 
all  communities. 

"  The  advantages  accruing  from  consolidations  hitherto  made 
should  be  preserved,  including  the  actions  which  have  been  taken 
under  paragraph  (2)  of  section  5. 

"  Systems  not  yet  completely  consolidated,  though  approved 
everywhere,  due  to  legal  obstacles,  should  be  granted  the  power 
and  right  to  complete  the  consolidation.  (For  example,  Penn- 
sylvania .and  New  York  Central.) 

"With  or  without  consolidation,  the  carriers  should,  in  the 
public  interest,  be  restored  as  fully  as  possible  to  a  sound  finan- 
cial st^anding. 

WEAK   LINE  PROBLEM  SHOULD  BE  MSTINOUISHED   TROM   CONSOLIDATION 

PROBLEM 

"  The  so-called  weak-line  problem  should  be  distinguished 
from  the  consolidation  problem  and  should  be  given  adequate 
study  and  immediate  consideration  by  the  commission,  so  as  to 
ascertain  what  individual  roads  are  weak  and  why  they  are 
weak,  and  thus  enable  the  commission  to  apply  such  remedies  as 
are  now  within  its  power  and  ask  for  such  additional  power  or 
assistance  as  may  then  prove  necessary. 

"  Particularly  nothing  should  be  done  bj;  Congress  that  will  m 
any  way  impair  the  capacity  of  those  carriers  that  now  bear  the 
chief  burden  of  transportation  service  and  that  during  the  past 
four  years  afforded  the  people  of  this  country  the  best  md  most 
adequate  service  the  world  has  yet  seen  "  (p.  37-40). 
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KoBERT  S.  LovETT  (hearing  H.  K.  11212  (1926)) : 

"I  shall  take  it  for  granted  that  it  is  the  settled  policy  of  the 
Cjoyernment  at  this  time  to  promote  railroad  consolidations 
under  certain  conditions  when  approved  by  the  Interstate  Com- 
merce Commission"  (p.  71). 

'*  The  commission  has  appealed  to  Congress  to  relieve  it  of 
the  impossible  task  of  dividing  all  the  railroads  in  the  countrv 
into  a  hmited  number  of  systems  and  I  will  not  stop  at  tliis 
^^??-^u^i,^  v^^^  "P^"  ^^^  necessity  for  such  relief,  or  the  disaster 
which  1  beheve  would  result  from  such  an  arbitrary  allocation  of 
ail  the  railroads  of  the  United  States  to  particular  systems  in 
any  plan  of  consolidation  "  (p.  72). 

NO  POWER  IN   COXGRESS   TO   FORCE   CONSOLmATIOHS 

(See  also  his  statement  under  head  Weak  Lines,  p.  84  supra.) 
liiscussmg  the  question  of  compulsory  consolidation,  Mr.  Lovett 
stated :  ' 

"  I  think  Congress  has  no  more  power  to  force  the  consolida- 
tion or  combination  of  two  prosperous  roads  than  it  has  to  force 
a  consohdation  of  a  strong  with  a  weak  road.  It  is  the  funda- 
mental question  of  the  stockholder's  right  in  ownership  and  the 
enterprise  (^p,  o7). 

"  Mr.  HocH.  If  that  be  true,  unless  the  strong  line  and  the 
weak  line  can  agree  on  terms,  then  how  is  the  commission  ever 
going  to  bring  about  a  consolidation  ? 

"  Mr.  Lovett.  I  have  never  believed  that  Congress  or  the  com- 
mission has  power  to  force  consolidations  against  the  wish  of 
the  company  that  owns  the  properties.  I  think  that  this  legis- 
lation  will  be  effective  by  opening  the  door  to  voluntary  con- 
solidations under  the  regulation  of  the  commission  and  since  the 
conimission,  as  a  condition  of  approving  the  proposed  consoli- 
dation, may  attach  conditions  with  respect  to  the  taking  in  of 
another  hne,  as  this  will  provide,  that  will  lead  to  the  absorption 
ot  many  of  the  weak  lines,  and  probably  in  time  all  of  the  weak 
lines. 

"  Mr.  HocH.  But  under  your  view,  it  could  only  lead  to  it 
through  an  agreement  voluntarily  reached  between  the  weak  and 
the  strong  lines  i^ 

"  Mr.  Lovett.  That  is  my  judgment "  (p.  87) . 

BELIEVES  RAILROADS  WILL  ATTEMPT  TO  CARRY  OUT  POLICY  OF  CONGRESS 

He  stated  the  following  in  addition: 

n^rL^nw^fil  ^'^V^,^*l  *}^«  *?  »^y  answer:  I  am  satisfied,  from 
my  knowledge  of  the  railroad  situation  and  of  the  people  who 
are  directing  the  pohcy  of  most  of  the  systems,  that  there  will 
be  a  very  great  desire  on  the  part  of  all  of  them  to  carry  out 
the  policy  that  is  finally  settled  by  Congress  with  respect  to 

hZfr^  T^ll  *^^.y  F^^.*^^  so  without  injury  to  their  stock- 
nolders.  Ihe  commission  is  wielding  an  enormous  power  The 
large  systems,  especially,  are  subject  to  that  power,  and  thev 
feel  It— I  mean  power  within  perfectly  constitutional  lines-. 
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inci  the)^  will  go  a  long  way  in  working  out  the  policy  and  try- 
ing to  accompBsli  the  purpose  of  this  legislation ;  and  I  believe 
that  influence,  with  the  l>ower  the  commission  has  to  restrict 
consolidations  practically  in  their  discretion,  will  mean  that  the 
policy  of  Congress  will  in  time  be  substantially  accomplished. 
I  do  not  say  tntt  every  small  line  or  every  short  line  will  be 
absorbed.  But  it  comes  down,  finally,  to  the  question  of  terms 
between  the  companies,  provided  the  requisite  authority  is  ffiven 
by  the  statute.  I  have  never  believed  that  anv  conipulsor\ 
consolidation  by  Congress  could  be  effective,  although  that  is 
a  legal  question  "  (p.  88). 

COMPETITION 

The  expressions  of  Senator  Cummins,  Senator  Kellogg,  Senator 
Curtis,  and  witnesses  appearing  before  the  Senate  committee  prior 
to  the  passage  of  the  transportation  act  have  already  been  set  out. 
Attention  was  called  to  the  views  of  Professor  Ripley  as  to  the  rela- 
tive importance  of  maintaining  competition  in  preparing  a  plan 
of  consolidation.  A  study  of  the  records  of  the  hearings  herein 
referred  to  shows  not  only  a  difference  of  opinion  as  to  the  im- 
portance of  maintaining  competition,  but  a  tendency  to  get  away 
from  the  original  idea  that  in  any  plan  of  consolidation  existing 
competition  Siould  be  maintained  so  far  as  possible,  and  a  substi- 
tution of  the  idea  that  if  a  new  compjetition  is  created  by  consoli- 
dations that  will  safeguard  the  public  interest. 

In  the  following  outline  there  will  be  first  set  out  general  state- 
ments as  to  maintenance  of  competition,  followed  by  the  expressions 
of  the  idea  which  has  been  developed  since  the  passage  of  the  trans- 
portation act  and  following  these,  the  expressions  of  those  who  ad- 
vocate either  a  strict  adherence  to  the  original  theory  of  maintain- 
ing existing  competition  so  far  as  possible,  or  who  believe  that 
the  provisions  of  the  antitrust  laws  should  still  be  applied  to  con- 

■a  .    #       ,  • 

fiolidations. 

Hon.  Herbebt  Hoover  (hearings,  S.  2224  (1924),  p.  17) : 

FlINCIFAL  COMFETITIVE  SERVICE  BETWEEN  SYSTEMS  SHOUU)  BE 

MAINTAINED 

"The  second  problem  in  the  consolidation  effort  seems  to 
me  to  revolve  around  the  question  as  to  whether  consolidation 
should  be  of  the  competitive  system  type  or  whether  it  should 

be<  regional. 

"The  present  act  requires  that  the  proposed  systems  shall 
be  laid  out  so  as  to  mainttin  broad  competition  in  service. 
There  is  a  great  deal  of  difference  of  op>inion  in  the  country, 
and  it  is  perhaps  possible  that  certain  railways  should  be  con- 
solidated on  a  refflonal  basis.  There  is  some  reason  to  think 
that  Few  England  would  gain  in  that  type  of  consolidation; 
but,  in  the  main,  it  seems  to  me  the  principal  competitive  serv- 
ice between  systems  ought  to  be  energetically  maintained. 
There  must  be  some  sort  of  inspiration  to  adequate  and  efficient 
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management,  which  would  be  largely  destroyed  if  consolida- 
tions were  upon  a  regional  footing.  Competition  has  lost  its 
significance  in  rates,  but  it  becomes  more  important  than  ever 
in  service." 

Mr.  Egbert  S.  Lovett  (hearings,  H.  R.  11212  (1930),  p.  81,  et 

seq. ) : 

DOES  NOT  FAVOB  CONSOLIDATION  OF  COMPETING  LINES  UNLESS  OFFSET  BY 

OTHER  ADVANTAGES 

"Mr.  HocH.  In  so  far  as  strong  lines  are  concerned,  in  a 
consolidation  program,  that  would  tend  to  eliminate  to  an  ex- 
tent the  element  of  competition,  would  it  not  ? 

"  Mr.  LovETT.  I  hope  not.  I  believe  strongly  in  competition 
in  service  and  facilities  as  an  essential  feature  of  railroad  policy. 
I  do  not  much  favor  the  consolidation  of  competing  lines  unless 
there  are  other  advantages  that  offset  what  competition  is  elim- 
inated. I  understand  the  law  provides  now — or  it  did  provide 
before  the  transportation  act,  I  think— that  the  commission 
could  authorize,  or  that  consolidations  might  be  approved,  where 
the  benefit  to  the  public  from  consolidation  was  greater  than 
the  disadvantage." 

(Discussion  as  to  whether  such  statute.) 

"Mr.  I^)VETT.  I  was  satisfied  that  somewhere  in  recent  con- 
gressional legislation  there  is  a  provision  that  where  the  public 
interest  is  benefited  more  by  the  consolidation  than  it  is  injured 
by  the  elimination  of  competition,  consolidation  should  be 
authorized. 

"Mr.  HocH.  You  do  not  favor  consolidations  that  would  in 
any  way  remove  the  element  of  competition  ? 

"  Mr."  LovETT.  In  service  and  facilities ;  no,  I  do  not ;  that  is, 
substantial  competition.  I  do  not  mean  a  mere  incidental  com- 
petition. 

"  Mr.  HocH.  Have  you  formed  an  opinion,  or  would  you  care 
to  express  an  opinion  at  tliis  time  as  to  how  many  systems  we 
might  well  have  in  this  country?  As  I  undei-stand  it,  the 
Ripley  plan  provided  for  21,  which  was  modified  by  the  com- 
mission to  19,  I  believe.  Do  you  think  that  that  is  enough  or 
that  it  is  too  many  systems  in  order  to  preserve  keen  competition 
in  this  country  ? 

KOT  IX  FAVOR  OF  THROWING  TOGETHER  COMPETING  LINES  CONSTITUTING 

LARGE    SYSTEMS 

"  Mr.  LovETT.  It  is  very  difficult  to  express  any  definite  opin- 
ion that  is  worth  anything  upon  that  subject.  There  are  a 
great  many  important  systems  in  this  country  already,  and  my 
ideas  of  consolidation  would  be  that  it  ought  to  be  by  develop- 
ment of  the  more  important  systems.  That  may  be  considered 
as  a  selfish  view,  but  it  is  not.  Those  systems  are  the  result 
of  conditions  that  brought  them  about,  and  some  of  them  ought 
to  be  extended.    Perhaps  some  new  systems  should  be  formed. 
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But  I  am  not  very  keen  about  the  consolidation  of  important 
systems  that  are  competitive.  I  believe  it  would  be  very  much 
better  to  have  the  existing  systems  under  the  process  that  pre- 
vailed in  the  past  and  under  which  those  systems  themselves 
were  created,  extend  wherever  approved  by  the  commission,  by 
the  acquisition  of  so-called  weak  lines  or  even  sometimes  of 
strong  lines.  But  I  am  not  in  favor  of  the  policy  of  throwing 
together  arbitrarily  competing  lines  already  constituting  large 
systems. 

MANY  COMBINATIONS   UNDER   IIPLEY   PLAN   INVOLVE  COMBINATION   PAR- 
ALLEL AND  COMPETING  LINES 

"  Many  of  the  combinations  proposed  by  the  Ripley  plan  in- 
volved me  throwing  together  of  practically  parallel  and  com- 
peting lines:  not  merely  competing  in  some  small  locality,  but 
throughout  a  great  territory.  I  do  not  believe  that  is  wise; 
yet,  if  there  is  to  be  an  arbitrary  enforced  compliance  with  the 
original  consolidation  act  by  the  commission,  I  believe  prob- 
ably the  commission  and  Professor  Ripley  did  about  as  well  as 
they  could  under  the  difficulties  confronting  them." 

COMPETITION  WILL  MSAPPIAK  IF  CONSOLIDATIONS  MADE  ON  SCALE  INDI- 
CATED BY  'LAW 

In  the  testimony  of  John  E.  Oldham  we  find  for  the  first  time 
a  definite:  'Contention  that  the  provisions  of  the  act  as  to  preser- 
vition  of  competition  are  of  secondary  importance.  In  an  article 
by  Mr.  Oldham,  published  in  the  Harvard  Business  Review  of  Jan- 
1923,  submitted  in  connection  with  his  testimony  (hearings, 


Si 


14,  p.  40),  Mr.  Oldham  said: 

"The  act  specifically  provides  that  the  commission  in  pre- 
paring its  plan  shall  aim  to  preserve  competition  as  fully  as 
possible.  ^  It  w  inevitable,  however ^  thai  much  of  tlie  existing 
competition  wUl  disappear  if  consolidations  are  to  he  made  on 
such  an  extensive  scale  i»  is  indicated  h^  the  intent  and  word- 
ing of  the  law, 

OLDHAM  DECLABE8  C0MPETI:TI0N  OF  SECONDAKY  IMPORTANCE 

And  again: 

"It  is  clear  that  the  transportation  act  declares  a  new  rail- 
road policy  for  the  future  under  which  competition  is  to  be  of 
secondary  importance;  under  this  policy  railroad  mergers  which 
heretofore  have  been  forbidden  are  to  be  encouraged  and  pro- 
moted. The  early  drafts  of  the  traim)ortation  act  even  went 
so  far  as  to  contain  provisions  for  making  such  consolidations 
compulsory  if  they  were  not  voluntarily  undertaken  by  the  rail- 
roads themselves  within  a  specified  time.  The  compulsory  pro- 
vision was  omitted  from  the  final  draft  of  the  act,  but  the  fact 
that  it  was  long  and  seriously  contemplated  is  evidence  of  the 
belief  that  the  policy  of  the  past  in  respect  to  competition  had 
been  unwise  and  that  a  dinerent  policy  for  the  future  was 
iieoessary*'' 
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of  preservation  of  competition  (p.  53,  hearing"  SlSo):"*"'" 

SENATOR   CUMMINS   MODIFIES   VIEWS   ON   COMPETITION   IN    1026 

a  goid"  dealTf  folf  ^til**  "'}  """^  ^  ^^'"^  ^^^  suggestion  has 
La  ^«7rJ;nwi?  '.  t?*u^**'"  *^  competition  is  concerned 
?w  preserving  the  estabhshed  routes  of  trade  and  commeroT 

ky  wSrreZf^*    '  ^r  "  'T^^on  at  the  declaration  oTpol-' 

n^is^Sn JT  nla„*°  o^'lL^H  *?^*  ^^Vl'^  f"'^^  *«  commiss^ion 

shonlThf  f .i£^  •  ?    ^*  ^h^^  '.^  ""^""y  the  first  consideration 

clear  thi?  th™=       ^'"""^  P^m^^ly,  and  that  it  should  be 

merce  are  ste„,7w  Tk°  «'T?'*i"°''  """^  "^^^^l^  "f  com- 
merce are  subordinate  to  the  final  test,  namely,  the  or'^anizatinn 

of  systems  that  could  do  business  upon  comSve'^tes  and 

still  earn  a  fair  return  and  survive.    That  ™  the  rial  ^blct  of 

ritS'^U^letL*'^  '•''"™^'^^  ^'  ^"^  eotV^tSl  ft 
"  W^!:-'^^^-  ^°  ^^^V^^  ^^^J^^"-  '•oads  running. 

And  later  on  at  the  same  hearing  (p  107)  • 

Tc  ,.7.ffl^^u'''??•  Mi-  Chairman;  it  has  been  suggested  to  me- 

ernbal  nno^'i'^1'^  "^^''%*^  "^  P'**"  ^hat  wfare  about  to 
emDarfc  upon,  in  line  8,  after  the  word  '  comnptitinn  '  J,.=»^V 

e^'d^dXedTh^^lt**^  r^'TA^^  *»>«*  as'^mfiri't  ZiTd 
Tf  sys£  shouwt  p.^»^r  7  ^/p'^W^^  that  a  limited  number 
^l  Xl^c  "*?'**  be  estabhshed,  by  the  consolidation  of  carriers 

uJtedXtef  ?hatlm'""^f  JjrP^'""^  "^^^^  *he  .^ntTneS 
unicea  ptates,  that  will,  as  fully  as  possible  nreservp  rnmnnfi 

Saint'^in^t^''  .consolidated  systems  Ind  wheC^7raSb£; 
mamtam  the  existing  routes  of  trade.'    Was  not  that  the  real 
object  m  incorporating  this  language? 
benator  Cummins.  It  was. 
'Senator  Fess.  ' Presen-e '  is  not  a  good  word  there  becaii<« 
we  do  not  have  systems  yet^'  insure  cSmpetition.' "     ' 

here  '^T^  t  »P*  k"'"'  ^T  *IV*  °"Sinal  idea  will  be  noted 

cZ'rJ^L^  ,^u"^P^'^''^^  h  *^«  ^^"^^^^  °f  Senator  Fess 
Competition  to  be  preserved  "  as  provided  for  in  the  oritr,-n«i 
act  could  hardly  be  competition  between  the  new  systeL^  Xh 

compTtitS.^"  '^'^''"^^''-    ^*  ^^''  ^-«  -frrffi^xrstint 
Mr.  Aubed  p.  Thom  (hearings,  S.  1175  (1928),  p.  84)  : 

MODIFICATION  OP  PB0VI8I0NS  AS  TO  COMPETITION  SUGGESTED 

of^*  m^  tt"i?f  ¥l  ^^'""  ""^  discussing  a  proposed  revision 
WiSol  rJJiw.^  ^"^  ?-"P^"''i  ^^  ^^^  W^i^mittee  of  Z 
biTpSed :  ^  Executives.    As  to  competition,  his  proposed 

for  iJ^tH^^Hni'?/'*'^-^'*  "°y  ""**^*"J  ^i-  procedure  provided 
for  m  this  title  of  carriers  or  property  of  carriers,  is  hereby 
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MthoriMi,  »nd  the  commission  shall  carry  out  the  provisions 
of  this  title  in  such  manner  ae  in  its  opinion  will  protect  tbe 

public  interest,  preserve  necessary  weak  or  short  lines,  prevent 
any  mndne  lessening  of  waiting  carrier  competition  in  service 
in  caseS:  where  mwh  competiii^m  is  deemed  hy  it  essential  to  the 
]^lic'  mterest.'*^  , 

This  was.  the  language  used  in  the  House,  committee's  tentative 
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ODJECTIOX   TO   PIOVISION   AGAINST   SUBSTANTIAL  LESSEKIKO   OF 

CX)MWTinON 

Mr.  Thorn  stated  that  the  National  Industrial  Traffic  League 

■deii,red,  'this  changed  'to  read  something  like  this  \    ^ 

'"■Prevent  any  substantial  lessening  of  existing  carrier  com- 

■pelition  in  service."  

M  fWM  •    1  III  III 

"  Our  objection  to  that  is  that  almost  inevitably  you  will  find 
a  consolidation  will  do  away  with  some  competition  and  perhaps 
with  some  substantial  competition;  but  that  if  the  destruction 
of  that  competition  is  found  or  considered  by  the  commission  in 
the  public  interest,  the  commission  ought  to  have  power  to  per- 
mit it."  (P.  85.) 
At  the  hearings  on  H.  E.  6641  (1928),  discussing  the  same  proposal 
of  the  National  industrial  Traffic  League,  Mr.  Thom  said  (p.  114) : 
'*One  of  the  points  that  you  gentlemen  will  have  brought  to 
your  attention  is  found  on  lines  13, 14,  and  16,  where  the  expres- 
sion is  used  '  to  prevent  any  undue  lessening  of  existing  carrier 
competition  in  service  in  cases  where  such  competition  is  deemed 
by  it  essential  to  the  public  interest.'    That  is  not  different  from 
lines  4  and  6  of  the  paragraph  as  tentatively  approved  by  this 
ammaittee.    It  continues  in  effect.    You  will  have  the  contention 
presented  to  you  that  that  phraee  is  nut  an  expression  of  what 
you  ought  to  put  in  the  act,  but  that  you  ought  to  put  into  your 
act  this  phrase :  *  It  must  be  found  that  it  will  not  substantially 
rt^uce  existing  carrier  competition.'    If  that  is  in  there,^  of 
course  you  might  just  as  well  abandon  the  idea  of  consolidation, 
because  there  are  no  cases  of  possible  consolidation  ip  which 
there  will  not  be  some  substantial  lessening  of  competition.    The 
question  is  whether  or  not  the  competition  which  will  be  lessened 
is  more  important  to  the  public  than  the  advantages  that  will 
be  secured  by  the  consolidation.  ^    ,   ,        , 

« I  will  give  you  one  illustration.  Suppose  you  find  that  there 
are  two  lines  now  substantially  competitive  with  one  another, 
not  throughout  their  whole  length  but  in  respect  to  a  given  serv- 
ice between  certain  points.  iTou  find  that  if  you  allow  the  con- 
solidation, and  rates  are  made  on  their  economic  merits,  that 
there  would  be  an  opportunity,  if  that  consolidation  goes  into 
effect,  for  a  reduction  in  rates.  Now,  there  you  would  have  these 
two  considerations  to  balance.  One  is  whether  or  not  it  is  in 
the  public  interest^so  greatly  in  the  public  interest  that  this 
competition  sliould  be  preserved— that  you  would  be  justified, 
because  of  this  competition,  to  forego  the  opportunity  for  reduc- 
tion in  rates.    My  position  is  that  that  question  ought  to  be  left 


to  the  determination  of  an  administrative  body  as  to  whether  or 
not  the  advantages  from  consolidation  are  suftcient  to  outweigh 
any  lessening  of  competition  which  may  be  involved,  and  there- 
fore I  think  that  you  gentlemen  have  expressed  it  exactly  as  it 
should  be^'  prevent  any  undue  lessening  of  existing  carrier  com- 
petition in  service  in  cases  where  such  competition  is  deemed  by 
it  essential  to  the  public  interest.' "  , 

Interstate  Commerce  Commission: 

interpretation  of  present  language  as  to  compention 

An  interpretation  by  the  Interstate  Commerce  Commission  of  the 
language  of  the  present  act  as  to  competition  is  found  in  124  I.  C.  C, 
page  417,  quoted  in  hearings,  H.  E.  5641  (1928),  page  256: 

"A  certain  amount  of  interference  with  competition  is  involved 
in  nearly  any  railroad  combination  that  may  be  formed,  but  if 
this  interference  is  not  unduly  great,  if  effective  competition  is 
preserved  at  all  important  points,  and  particularly  if  the  tend- 
ency of  the  combination  is  to  increase  and  promote  other  compe- 
tition to  compensate  for  that  destroyed  or  lessened,  the  combina- 
tion may  well  merit  our  approval." 

Waucbr  D.  Hines  : 

dirference  between  consolidation  pro\^8ion8  and  antttritst  laws 

At  the  hearings  on  S.  J.  Res.  161  (1930),  Mr.  Hines,  counsel  for 
stockholders  of  the  Northern  Pacific  and  Great  Northern  Railways 
seeking  unification  of  those  roads,  said  (p.  409) : 

"  Now,  the  difference,  and  I  think  it  has  not  been  so  far  made 
entirely  clear  to  this  committee,  between  this  situation  and  that 
which  existed  under  the  antitrust  laws ,  is  this :  The  theory  of  the 
antitrust  laws,  both  when  the  Sherman  Act  has  been  interpreted 
by  the  Supreme  Court  of  the  United  States  and  the  Clayton  Act, 
is  that  no  two  carriers  may  be  put  together  if  there  is  any  sub- 
stantial competition  between  them.  For  example,  if  there  were 
six  carriers  that  were  competing  for  certain  traffic,  and  if  it  would 
be  permissible  in  the  interest  of  the  public  to  say:  We  want 
plenty  of  competition  there,  but  we  do  not  want  six  carriers 
competing;  they  are  too  many  and  are  wasteful  and  very  much 
against  the  public  interest;  we  want  to  reduce  that  number  to, 
say,  three,  by  making  some  combination  among  the  six  carriers. 
Under  the  antitrust  act  and  the  Clayton  Act  that  could  not 
be  done,  because  the  theory  of  those  acts  was  whatever  combina- 
tion you  have  you  must  keep,  whether  in  the  particular  case  it 
is  wasteful  or  not.  The  policy  is  that  you  must  keep  all  the 
competition  there  is,  all  the  competing  lines  that  exist. 

UNABLE  TO  HA\'E  COMBINATIONS  UNDER  ANTITRUST  LAWS 

"  Now,  if  that  policy  were  resorted  to,  you  would  undoubtedly 
be  unable  to  have  any  combinations  in  tMs  country  at  all.  You 
would  perpetuate  them  for  all  time.    The  situation  as  to  com- 
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petition  could  not  be  improved  through  having  two  or  more  rail- 
Kiiwls  consolidate  into  fewer  hancte.  Specifically  as  to  the 
Northwest,  in  this  narrow  zone  of  400  miles,  three  separate  rail- 
road systems,  running  all  the  way  through  that  zone,  the  North- 
ern Pacific,  the  Great  Northern,  and  the  Milwaukee.  You  have 
all  this  coraipetition  over  on  the  Canadian  border,  coming  over 
in  various  places  on  our  side  of  the  line.  You  have  the  com- 
petition of  the  Union  Pacific.  And  I  think  there  has  been  a 
very  general  competition  that  on  account  of  the  thin  traffic  in 
that  region  it  would  be  distinctly  in  the  public  interest  not  to 
have  so  many  separate  transcontinental  lines,  and  that  there 
would  be  ample  competition  with  this  unification. 

'*Now,  under  the  antitrust  act  and  under  the  Clayton  Act 
these  thinijs  can  not  be  considered  at  all.  That  competition  is 
there  and  it  must  be  perpetuated,  accordiiig  to  those  acts.  The 
transportation  act,  however,  adopted  a  different  theory.  There 
is  a  very  important  difference.  And  that  was  while  competi- 
tion should  be  preserved,  the  test  of  its  preservation  is:  How 
much  competition  is  necessary  to  protect  the  public  interest. 
And  hence  if  there  were  more  competitors  than  were  really 
needed  to  give  ample  competition,  and  it  really  produces  a 
wasteful  situation,  the  Interstate  Commerce  Commission,  upon 
ft  full  record  and  upon  considering  everything  in  connection 
with  the  situation,  can  authorize  a  combination  of  some  of  them. 
That  is  what  the  interstate  Commerce  Commission  has  done  in 
this  cttfie^. 

'"The  sugcestion  that  the  present  powers  of  the  commission 
be  suspencled  or  that  there  be  written  into  the  law  that  no  more 
'Combinations  may  be  made,  that  it  will  violate  the  antitrust  laws, 
simply  means  to  go  back  to  the  old  theory  that  you  must  have 
as  many  competitors  as  you  have  at  the  present,  and  when  you 
attempt  to  apply  that  theory  you  get  into  a  situation  where 
there  is  very  little  opportunity  to  work  out  an  improvement  of 
the  situation  through  avoidance  of  unnecessary  waste. 

"  There  is  a  fundamental  distinction  between  competition  as 
dealt  with  by  the  antitrust  act  and  as  dealt  with  "by  the  trans- 
portation act.  If  you  would  look  at  the  railroad  map  and 
consider  what  would  be  possible  in  the  way  of  combinations 
which  would  not  involve  any  parallelism  of  lines  or  which  would 
not  involve  any  substantial  competition  between  carriers,^  it 
would  be  apparent  that  there  would  be  almost  a  complete  limita- 
tion upon  anything  in  the  way  of  combination  to  avoid  unneces- 
:sary  waste." 

B.  C.  FuiiBBiciHT  (hearings,  S.  1175  (1928),  p.  144  et  seq.) : 

IfAHOX  flfTIMi:  .ADHEBES^  TO  POLICY  OF  PBE8EKVATI0X  OF  COMPETITION 

"In  1890  the  Sherman  Antitrust  Act,  by  which  we  made  a 
declaration  of  policy  in  favor  of  the  preservation  of  competition 
a  Bart  of  our  national  law,  was  passed,  and  I  think  the  Nation 
stiil  adheres  generally  to  that  policy.    It  is  true  that  in  the 

adjudication  of  cases  under  this  act  we  have  reached  what  may 
'be' termed  a  rule  of  reason;  but,  after  all,  competition  is  oon- 
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sidered  to  be  a  fundamental  factor  in  the  stimulation  of  a  high 
degree  of  competency  and  ingenuity  and  efficiency  m  our  Ameri- 
can industrial  system. 

MAJOR  SYSTEMS  PUT  TOGETHER  AFTER  PASSAGE  OF  SHERMAN  ACT 

"  When  the  antitrust  law  was  passed  in  1890,  there  were  then 
in  progress  a  great  many  railroad  amalgamations  or  consoli- 
dations in  various  ways.  Strange  to  say,  it  did  not  substan- 
tially stop  this  process.  It  did  not  substantially  deter  railroad 
construction.  A  very  large  part  of  the  major  systems  of  our 
country  have  been  largely  put  together  since  the  antitrust  law 
was  enacted.  The  reason  that  has  been  possible  is  that  the 
courts  have  dealt  with  this  subject  of  competition  in  a  reason- 
able way.  They  have  not  said  that  there  can  be  in  no  instance 
any  impairment  of  competition,  but  that  it  is  fundamentally 
important  to  preserve  competition  as  a  whole. 

PROPAGANDA    AFTER   TRANSPORTATION    ACT   THAT    POLICY   AS    TO 

COMPETITION  REVERSED 

"Following  the  transportation  act  in  1920  and  within  the 
years  1923  to  1926  there  were  quite  a  few  people  who  proclaimed 
in  various  ways  through  articles  in  financial  periodicals  and 
magazines  that  a  new  policy  of  the  law  had  been  adopted;  that 
the  old  Sherman  Antitrust  Act  had  been  repealed,  in  so  far  as 
railroad  consolidations  were  concerned;  and  that  it  was  now 
the  policy  of  the  law  and  the  desire  of  people  that  the  railroads 
be  reduced  to  a  small  number  of  large  systems  and  that  competi- 
tion was  simply  a  factor  to  be  considered,  but  that  it  should 
not  get  in  the  way  of  any  such  program, 

"  Senator  Fess.  It .  is  interesting,  Mr.  Fulbright,  to  notice 
how  public  opinion  goes  in  cycles.  For  a  long  while  the  slogan 
was  •  competition  is  the  life  of  trade.'  Later  on  there  was  a 
reaction  and  we  heard  '  competition  is  the  death  of  trade.'  I 
notice  that  in  college  circles  at  one  time  one  note  was  a  debat- 
able question  with  emphasis  on  the  one  side,  then  there  was  a 
period  of  reaction  that  went  the  other  way.  It  is  quite  inter- 
esting. We  are  right  now  in  an  interesting  phase  of  thinking 
along  the  same  line. 

SHIPPERS  WANT  PRESERVATION  OF  COMPETITION 

"Mr.  Fulbright.  Senator,  the  remarks  that  you  have  made 
demonstrate  to  me  the  very  great  importance  of  our  organiza- 
tion of  shippers  disabusing  the  minds  of  Congress  as  to  the 
attitude  toward  competition  among  carriers.  I  want  to  say  to 
you  that  never  at  any  time  in  any  meeting  of  shippei-s'  organ- 
izations for  the  past  several  years  has  the  subject  of  consolida- 
tions been  dealt  with  but  what  they  gave  forth  an  affirmative 
proclamation  that  competition  should  be  preserved.  There  has 
been  no  such  public  sentiment  among  the  shippers.  It  has 
largely  originated  with  financial  interests  and  with  so-called 
investment  banking  interests. 
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"Now,  tliat  is  one  of  the  main  things  that  I  want  to  accom- 

■plish  here;  I  want  to  demonstrate  to  you  that  this  matter  of 
competition  is  not  something  upon  which  the  public  has  gone 
to  sleep,  but  we  io  not  go  into  the  newspapers  with  what  we 

hive  to  say  about  these  matters.    We  do  not  try  our  problems 

in  the  newspapere. 

TOANSPOITATIOX  ACTT  DID  NOT  BE\"ERSE  NATIONAL  POLICY  AS  TO  RAILROADS 

"In  the  first  place,  the  1920  transportation  act  did  not  have 
any  such  effect  as  some  have  ascribed  to  it.  The  question  of 
competition  was  dealt  with  very  specifically  in  that  act.  It 
provided  in  paragraph  4  of  section  5  of  the  interstate  commerce 
act  as  amended  m  1920  that — 

"*The  commission  shall  as  soon  as  practicable  prepare  and 
adopt  a  plan  for  the  cottsolidation  of  the  railroads  of  the  United 
States  into  a  limited  number  of  systems.' 

"I  have  quoted  the  language  of  the  law.  Then  it  proceeded 
to  lay  down  in  that  same  paragraph,  and  in  the  next  sentence, 
the  principles  or  the  requirements  under  which  that  should  be 
brought  about,  and  I  wish  to  read  you  that: 

« 'In  the  division  of  such  railways  into  systems  under  such 
plan,  competition  shall  be  preserved  as  fully  as  possible,  and 
wherever  practicable  the  existing  routes  and  channels  of  trade 

«in#i    i*dt¥ii¥iikT*rtA   cfinTI    l\A   tniiini*(iinihi1  ' 
IlfJ,    UUIlllIll;!  1>C!    all  Hi  11     UC    IllCllllLUlIICil* 

**'That  is  pretty  strong  lanmiagje.  It  did  recognize  that  in 
the  working  out  of  any  consolidation  there  would  be  some  im- 
pairment  o!  competition,  but  there  should  at  least  be  a  rule  of 

TCftson,  and  the  major  objective  should  be  the  preservation, 
as  far  as  possible,  ot  that  competition. 

"After  stating  this  fundamental  fi,rst  premise  which  I  have 
read,  the  same  section  goes  on  to  .state: 

** '  Subject  to  the  foregoing  requirements,  the  several  systems 
shall  be  so  arranged  that  the  cost  of  transportation  as  between 
competitive  systems  and  as  related  to  the  value  of  the  properties 
through  which  the  service  is  rendered  shall  be  the  same,  as  far 
as  practicable,  so  that  these  systems  can  employ  uniform  rates 
in  the  movement  of  competitive  traffic  and  under  efBcient  man- 
agement earn  substantially  the  same  rate  of  return  upon  the 
value  of  their  respective  railway  properties.' 

"  Senator  Fess.  Is  not  that  a  very  difficult  thing  to  carry  out  ] 

"  Mr.  FuLBMOHT.  The  last  part  of  it  is  impossible. 

*'■  Senator  Fiw,  I  think  so. 

*Mr.  FuiiBRiQHT.  And  I  do  not  think  that  Congress  ought 
by  direction  or  indirection  impose  any  such  mandate  upon  the 
regulatory  body.  I  may  say  that  there  are  as  many  theories 
as  to  consolidation  as  there  are  remedies  for  rheumatism.  Every 
man  who  has  an  interest  in  a  particular  proposal  has  a  particu- 
lar theory  as  to  consolidation.  We  wish  to  deal  with  this  in 
its  major  aspect,  and  in  formulating  a  statute  we  should  lose 
sight  of  the  particular  individual  case. 
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'-  The  first  part  of  that  statute  as  to  the  preservation  of  compe- 
tition was  very  positive.  It  is  true  that  elsewhere  in  the  statute 
there  was  a  suspension  of  the  application  of  the  antitrust  law  to 
a  consolidation  which  pursuant  to  these  principles  should  be 
found  to  be  in  the  public  interest.  That  is  proper  and  it  is 
proper  that  you  have  it  in  herCj  no  matter  what  mandate  there 
might  be  with  respect  to  maintaining  competition  as  a  guide  for 
the  commission.  The  reason  for  that  is  simple.  You  confer 
upon  the  Interstate  Commerce  Commission,  a  quasi-judicial 
body,  tlie  jurisdiction  to  determine  when  this  acquisition  of  con- 
trol is  in  the  public  interest  and  to  give  an  order  authorizing 
that  to  be  carried  out.  Now,  having  done  that,  you  do  not  want 
those  railroads  that  have  gone  into  that  undertaking  to  run  the 
danger  of  being  investigated  by  the  Department  of  Justice  and 
prosecuted  or  indicted  for  doing  something  which  this  other 
tribunal  has  been  created  to  permit  them  to  do.  Therefore, 
it  is  important  that  the  effect  of  the  antitrust  law  shall  be  sus- 
pended when  the  consolidations  are  made  pursuant  to  the  con- 
solidation act  in  order  that  the  commission's  work  may  not  be 
hampered  and  in  order  that  the  railroads  having  thus  received 
this  authority  may  not  be  thereafter  embarrassed ;  but  it  was  not 
intended  by  the  1920  act,  as  I  see  it,  to  simply  repeal  the  anti- 
trust law ;  it  was  intended  that  the  commission  should  preserve 
competition  rather  than  the  courts." 


COMMISSION   HAS  FERMITTia)  ACQUISITIONS   SUBSTANTIALLY   CURTAILINO 

COMPETITION 

"In  our  judgment  the  Interstate  Commerce  Commission  has 
gone  rather  far  afield  in  permitting  an  elimination  of  competi- 
tion in  some  cases,  even  under  the  1920  act.  Their  reason  for 
doing  that  is  that  the  applications  which  they  have  considered 
are  under  paragraph  2  of  section  5,  which  provides  that  the 
commission  on  the  application  of  a  carrier,  or  carriers,  to  the 
extent  indicated  by  the  commission  may  permit  one  of  these 
carriers  to  acquire  control  of  another  through  a  lease  or  purchase 
of  stock,  or  in  any  other  manner  not  involving  consolidation  of 
the  carriere  into  a  single  system  for  ownersnip  or  operation, 
provided  they  find  it  will  be  in  the  public  interest.  Under  the 
next  paragraph  they  had  to  work  out  this  plan  first  and  not 
having  worked  out  the  plan  the  carriere  made  application  under 
this  provision  here  which  says  something  short  of  consolidation. 
In  construing  that  the  commission  has  applied  the  de  minimis 
doctrine  adversely ;  then  in  permitting  the  railroads  to  do  some- 
thing which  is  in  the  minds  of  many  lawyers  equivalent  to  a 
consolidation.  But,  at  any  rate,  the  carriers  make  an  applica- 
tion under  this  section.  There  are  two  lines  that  are  competing 
for  their  freight,  and  they  say  to  the  commission  that  there  is 
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not  any  requirement  that  competition  shall  be  preserved  under 

paragraph  2  and  tliey  are  going  under  paragraph  2.  Ihat 
requirement  for  preservation  of  competition  is  m  paragrapli  4. 
'^  I  do  not  think  that  Congress  meant  that  the  commission 
could  destroy  competition  all  over  the  country  and  then  later 
when  it  got  to  issue  its  plan  under  paragraph  4  would  preserve 
competition  as  fuEy  as  possible.  I  think  one  declaration  m  para- 
graph 4  was  the  declaration  that  would  protect  the  shippers 
against  this  very  destruction  of  competition.  That  in  the  minds 
of  the  shippers  is  one  of  the  strongest  arguments  for  the  pas- 
sage of  consolidation  legislation. 

FHESENT  LAW  DOES  NOT  ADEQUATELY  INSURE  PRESERVATION  OF 

COMPETITION 

"■  We  do  not  think  the  present  law  is  adequate  because  of  th^, 

way  the  commission  has  interpreted  it  in  permitting  acquisi- 
tions of  control  under  paragraph  2  which  substantially  curtail 

competition.    In  some  cases  they  have  denied  it  and  competition 

has  been  given  as  one  of  the  reasons  but  it  has  not  been  shown 
to  'be  the  controlling  reason." 

SUGOESTED  AMENDMENT 

In  lieu  of  the  language  of  paragraph  1.  section  202,  of  S.  11T5, 

which  read :  ,    ,  i  •  j   i 

"  The  unification  through  any  method  or  procedure  provided 
for  in  this  title,  of  carriers  or  property  of  carriere,  is  hereby 
authorised,  and  the  commission  shall  carry  out  the  provisions 
of  this  title  in  such  manner  as  in  its  opinion  will  protect  the 
public  interest,  preserve  necessary  weak  or  short  lines,  prevent 
any  undue  lessening  of  existing  carrier  competition  in  service 
in  cases  where  such  competition  is  deemed  by  it  essential  to  the 
public  interest,  and  bring  about  ultimately  the  estabhshment 
of  a  number  of  strong,  efficient,  and  well-balanced  systems, 
calculated  to  facilitate  simplified  and  more  effective  regulation, 
to  promote  economy,  to  afford  better  service,  to  maintain  as  f  ar 
as  practicable  the  existing  routes  and  channels  of  trade  and 
commerce,  to  eliminate  unnecessary  duplications  and  wasteful 
competition  and  to  provide  the  advantages  of  competition  be- 
tween the  systems  so  established — " 
Mr.  FuLBRioHT  suggested  the  following  (p.  158) '  ,  ^  , 
*'  The  unification  of  carriers  or  property  of  carnei-s  througli 
any  method  or  procedure  provided  for  in  this  title  may  be 
authorized  by  the  commission  where  it  finds  that  such  unifica- 
tion is  in  the  public  interest,  and  that  it  will  not  substantially 
reduce  existing  carrier  competition." 
He  called  attention  to  the  fact  that  the  words  "  and  to  provide  the 

advantages  of  competition  between  the  systems  so  established " 

mean  that  the  commission  is  to  build  up  a  competition  that  does 

not  now  exist. 
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Page  159 : 

"  We  do  not  like  any  declaration  of  policy  in  the  law  (because 
of  the  claim  that  will  be  made  by  advocates  of  consolidation  that 
Congress  has  made  consolidation  mandatory)  at  all  except  that 
the  proposed  consolidation  shall  be  in  the  public  interest  and 
competition  shaU  be  substantially  preserved.  When  you  do 
that  it  is  simple.  The  carriers  are  free  to  make  any  application 
they  desire  to  make.  They  can  make  an  application  to  put  them 
all  in  one  line.  But  here  is  a  method  of  procedure  all  mapped 
out  in  a  masterful  way,  and  the  commission  is  to  pass  on  any 
consolidation  put  forward.  The  only  thing  that  we  would 
have  you  say  to  the  commission  is  that  competition  shall  be 
substantially  preserved,  not  entirely  preserved  because  there  is 
going  to  be  some  curtailment  of  competition  in  almost  any  con- 
solidation. Two  roads  may  compete  with  each  other  to  a  limited 
extent;  but  when  we  speak  of  substantial  in  preserving  some- 
thing we  mean  in  the  major  aspects,  and  somebody  has  to  use 
power  in  interpreting  that  language.  You  can  not  do  it.  You 
have  created  the  Interstate  Commerce  Commission,  and  you 
should  place  the  responsibility  upon  them  to  do  that.  It  gives 
to  them  a  discretion.  There  may  be  a  case  where  there  is  some 
impairment  of  competition,  but  they  would  not  consider,  taking 
the  problem  as  a  whole,  that  it  is  substantial.  They  will  be  the 
judges  as  to  that  according  to  this  bill." 

RAILROAD  REPRESENTATIVES  OBJECT  TO  PROPOSED  AMENDMENT 

Both  Mr.  Cain,  representing  the  American  Short  Line  Railroad 
Association  (hearings  S.  1175,  p.  208),  and  Mr.  Thom,  representing 
the  Association  of  Eailway  Executives  (hearings  S.  11y5,  p.  84) ,  ob- 
jected to  the  use  of  the  word  "  substantial "  before  "  competition," 
as  suggested  by  Mr.  Fulbright,  on  the  ground  that  such  a  provision 
would  prevent  consolidations. 

In  reply  to  Mr.  Fulbright's  suggestion  that  a  large  portion  of  the 
major  systems  of  our  country  were  put  together  after  the  enactment 
of  the  antitrust  laws,  Mr.  Thorn  said  (hearings  H.  R.  5641  (1928), 

p.  uQQj  I 

RAILROADS  CLAIM  CONSOLIDATION  ACTIWTIES  CEASED  AFTER  DECISION  THAT 

ANTITRUST  LAW  APPLIED  TO  RAILROADS 

"  Mr.  Thom.  Now,  Mr.  Huddleston  asks  for  some  explanation 
of  why  there  is  need  for  additional  law  on  this  subject.  I 
would  like  in  the  first  instance  to  call  attention  to  a  little  leaflet 
prepared  by  the  Atlantic  Coast  Line,  from  which  I  read  the 
following  expression. 

"  Mr.  Nelson.  What  is  the  date  of  that  little  leaflet  ? 

"Mr.  Thom.  November  21,  1927.  You  gentlemen  will  re- 
call that,  although  the  Sherman  Antitrust  Act  was  passed  in 
1890  it  was  not  until  a  decision  in  1902  or  1904—1  forget  which— 
that  it  was  construed  by  the  Supreme  Court  of  the  United 
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States  to  apply  to  railroads.    It  was  thought  up  to  that  time 
tliat  it  did  not  apply  to  railroads.   .It  was  held  then  that  it  did. 

"'Mr.  Ratbuih.  I  can,  not  get  that,  Colonel. 

"  The  Chairmam'.  Will  you  repeat  that  please,  Colonel  Thorn  i 

"Mr.  Thom.  I  said  that  the  Sherman  Antitrust  Act  was 
passed  in  18W.  It  was  not  thought  that  it  applied  to  rail- 
roads until  the  Supreme  Court  of  the  United  States  decided 
that  it  did.  I  think  it  was  about  1904.  It  was  certainly  after 
1900,^  and  it  was  either  i9'02  or  1904.  At  that  time  there  was  a 
decision  that  the  Shferman  Antitrust  Act  did  apply  to  combina- 
tions between  railroads  themselves. 

"  This  little  pamphlet  in  one  of  its  paragi*a|3hs  states  this : 
"By  1902  most  of  the  important  existing  systems  had 
taken  pretty  much  of  their  present  form,  l^urtber  activi- 
ties toward  consolidation,  however,  were  practically  ended 
by  the  decision  of  the  Supreme  Court  to  tne  effect  that  the 
iSnerman  Antitrust  Act  applied  to  the  railroads. 

*'  So  that  Congress  confronted  in  1920  the  necessity  of  recog- 
niiing  that  desirable  consolidations  between  railroads  could  not 
take  effect  if  the  combination  violated  the  provisions  of  the 
Shetimin  Antitrust  Act.  As  a  consequence,  i^  adopted  section 
6  of  the  interstate  commerce  act,  which  undertook  to  deal  with 
tilt  subject  in  the  ways  with  which  you  are  familiar.  First, 
by  providing  that  in  paragraph  2  of  that  section  for  what  most 
of  lis  thought  was  an  ad  mterim  method  of  taking  care  of  in- 
eii|«nt«l  situations  which  should  not  be  allowed  to  remain  un- 
disalt  with  until  it  was  possible  to  carry  into  effect  the  main 
features  of  the  couMlidaiion  legislation,  and  second,  by  pro- 
viding a  permanent  plan  (in  adcGtion  to  what  was  contained  in 
iBtgnifih  2  of  section  5)  that  is  set  out  in  Baragraphs  4,  5,  and 

of  section  5,  which  require  the  making  of  a  map  for  all  rail- 

ttds  of  the  United  States  and  to  carry  out  in  that  way  the 
^policy  of  completely  rearranging  those  carriers  into  different 
ffoups  or  systems.'' 

j|w  Jersey  Industeial  Teapfic  League  (hearings  S.  J.  R.  161, 
""  p.  116): 
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0:FP0»«8    FUBTHEB    consolidations    except    UNDER    PROVISIONS    OP 

SHERMAN   ACT 

"Whereas  on  February  .28,  1920,  Congress  enacts,  legislation 
.modifying  the  act  to  regulate  commerce,  which,  amone:  other 
things,  provided  for  the  consoMdation  of  the  raitoads  of  the 
United  States  into  a  limited  number  of  systems;  and 

"Whereas  the  New  Jersey  Industrial  Traffic  League  has  given 
caroful  consideration  to  this  subject  as  it  affects  tne  commerce 
iiid  trade  of  the  State  of  New  Jersey;  and 

"Whereas  at  a  regular  monthly  meeting  of  this  league,  held  on 
March  27,  1930,  the  following  resolution  wfs  unanimously 
^adppted:  Be  it 

"Smihedf  That  the  New  Jersey  Industrial  Traffic  League  is 
oppoidi  to  further  consolidation  of  the  raiboad  properties  of  the 


United  States  into  a  limited  number  of  systems,  and  that  it  favors 
the  repeal  of  the  provisions  of  the  interstate  commerce  act  relat- 
ing to  the  consolidation  of  the  raiboads  of  the  United  States, 
but  that  consolidations  which  are  permissive  under  the  provisions 
of  the  Sherman  Antitrust  Act  should  be  allowed.'* 

Railway  Labor  Executives  Association  (hearings  S.  J.  R.  161, 

(1930)  p.  243): 

"It  should  be  made  unlawful  for  carriers  to  consolidate  except 
after  specific  approval  and  authorization  by  the  Interstate 
Commerce  Commission  based  upon  findings  of  the  commission 
that  the  proposed  consoEdation  will  positively  promote  the 
public  interest  in  economical,  efficient,  reliable  and  reasonable 
transportation  service;  that  it  will  (a)  promote  better  service 
to  the  public,  or  (b)  economy  in  operation  without  deteriorating 
essential  service  and  (c)  that  it  will  not  substantially  restrain  or 
lessen  competition  and  (d)  that  it  will  not  be  inconsistent  with 
the  public  interest  in  any  material  respect." 

Hon.  Frank  McManamy,  chairman  Interstate  Commerce  Com-^ 
mission,  (concurring  opinion,  consolidation  plan,  159  I.  C.  C.  570): 

PARALLEL   AND   COMPETING   LINES   CAN   NOT   LAWFULLY   CONSOLIDATE 

"I  beheve  that  the  mandate  of  Congress,  that — ^in  the  division 
of  such  railways  into  such  systems  under  such  plan,  competition 
shall  be  preserved  as  fuUy  as  possible  and  wherever  practieablo 
the  existing  routes  and  channels  of  trade  and  commerce  shall  be 
maintained— is  controlling,  and  that  all  other  provisions  relating 
to  consolidation  were  mtended  to  and  should  be  subordinate 
thereto.  For  the  above  reason  I  do  not  believe  that  parallel  and 
competing  lines  may  lawfully  be  consolidated.  By  competing 
I  mean  lines  which  in  general  serve  the  same  producing  points  lines 
ports,  and  the  same  markets.  A  conspicuous  instance  of  this  is 
the  Great  Northern  and  the  Northern  Pacific  which  are  to  be 
consolidated  under  this  plan.  These  lines  extend  from  the  Twin 
Cities  and  from  Lake  Superior  ports  on  the  east  of  Puget  Sound 
ports  on  the  west.  They  parallel  each  other  for  their  entire 
length  of  more  than  1,800  miles.  They  serve  jointly  the  same 
ports,  the  same  grain  fields,  the  same  mines,  the  same  forests, 
and  such  important  intermediate  cities  as  Spokane,  Wash. ;  Butte, 
Helena,  and  Billings,  Mont.;  Fargo  and  Grand  Forks,  N.  Dak., 
and  a  multitude  of  smaller  communities  at  all  of  which  each 
railroad  is,  as  both  have  testified,  the  other's  most  active  com- 
petitor. Other  instances  are  the  Erie  and  the  Nickel  Plate, 
which  parallel  and  compete  with  each  other  from  Chicago  to 
Buffalo,  and  the  Delaware,  Lackawanna  &  Western  and  the  Erie, 
which  parallel  and  compete  with  each  other  in  the  territorj^  east 
of  Buffalo.  None  of  these  are  weak  lines  and  no  reason  exists. 
for  their  consolidation  except  to  create  bigger  systems." 
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See  also  resolution  ol  membere  of  House  from  Minnesota,  page  56 

The  tieariiiOT  on  S.  J.  Res.  161  indicated  that  there  was  no  particular 
ohjection^  to  'the  exemption  from  the  prO'Visions  of  the  antitrust  laws 
of  short  lines  and  weak  roads,  the  questions  raised  being  largely  as  to 
a  proper  definition  of  such  carriers. 

A  brief  discussion  of  provisions  of  S.  668  as  to  competition,  com- 
plete plan  of  consolidation,  weak  roads,  etc.,  will  be  presented  under 
the  heading  Present  Proposed  Legislation,  infra. 

WEAK  KOaIjS  LiSTfill'  JSi   SENATOR  C'UAlBflNS 

Basis  of  Claim  that  Tbansportation  System  Could  not  Survive 

Without  Consolidation 

In  his  speech  in  the  Senate  on  the  transportation  act  (Congressional 
Record,  Senate,  December  4,  1919,  p.  126),  Senator  Cummins  recited 
the  earnings  of  some  of  the  railroad  sj^stems  of  the  country  for  the 
3-year  penod  ending  July  1,  1917,  as  illustrating  the  necessity  for 
remedial  legislation  if  some  of  these  roads  were  to  hve. 

Later  a  series  of  articles  by  Senator  Cummins  was  published  in  a 
newspaper  and  the  articles  combined  in  a  pamphlet  entitled  "Kailway 
Transportation  in  the  United  States,"  which  was  printed  as  a  Govern- 
ment document.  In  this  pamphlet  are  listed  46  roads  showing 
inaiequate  rotums  for  1922.  A  list  of  these  roads  appears  in  the 
htarings  on  S.  1870,  at  page  267,  in  connection  with  the  testimony  of 
Mr.  A.  H.  Harris,  vice  president  of  the  New  York  Central  hues. 

At  the  hearings  on  S.  1870,  Senator  Cummiiis  made  a  part  of  the 
record  (pp.  38a  and  38b)  two  tables,  one  containing  a  hst  of  70  roads 
■with,  an.  aggrogate^  mileage  of  56,464.13  which  during  the  years  1922, 
1923,  and  1924  earned  an  average  return  of  less  than  3  per  cent,  and 
another  containing  a  list  of  30  roads  with  a  total  mileage  of  60,934.47 
which  during  the  same  period  earned  an  average  of  more  than  3  per 
cent  but  less  than  4  per  cent. 

For  the  use  of  the  committee  there  lias  been  prepared  by  the 
Interstate  Commerce  Commission  a  tabulation  of  the  rate  of  return 
on  all  Class  I  steam  railways  for  the  years  1921  to  1929,  inclusive, 
which  is  attached  to  this  report  (p.  210).  The  rate  of  return  is  in  each 
case  computed  upon  book  value  as  shown  by  the  reports  of  the  carriers 
and  not  upon  valuations  fixed  by  the  commission.  This  is  neces- 
sary in  order  to  make  proper  comparison,  because  previous  tables 
were  computed  in  that  manner,  and  also  because  no  final  valuation 
sustained  by  the  courts  has  yet  been  made  by  the  commission.  It 
will  be  noted  that  for  the  years  1923-1929,  inclusive,  cash  and  material 
and  supi^fies  are  included  with  road  and  equipment  as  a  basis  for 
determmiiig  return.  Tliis  would  make  the  rate  of  return  somewhat 
lower  than  if  road  and  equipment  alone  were  used,  as  was  the  case 
for  the  years  1921  and  1922,  but  the  difference  is  not  so  great  as  to  be 
maienai. 

DiFFEBENCE  BETWEEN  RaTES  OF  ReTUEN  ON  BoOK  VaLUE  AND  ON 

Valuation 

It  must  be  kept  in  mind,  however,  that  there  might  be  a  very 
material  difference  between  rate  of  return  figured  on  book  value  and 


a  rate  figured  upon  an  actual  valuation.  A  comparison  of  the  rates 
of  return  for  1928  on  certain  roads  as  shown  by  the  exhibit  attached, 
based  upon  book  values,  and  rates  of  return  computed  upon  the  valua- 
tion of  the  commission,  as  taken  from  Commissioner  Taylor's  concur- 
ring opinion  on  the  consoMdation  plan  is  very  interesting.  While  some 
of  the  figures  are  very  close,  the  following  show  differences  which  m 
several  instances,  such  as  those  of  the  Erie,  the  Green  Bay  &  Westeni, 
the  Colorado  &  Southern,  and  the  Denver  &  Rio  Grande,  might  be 
considered  sufficient  to  take  the  carrier  out  of  the  weak-road  class. 


Year  ending  Dec,  31, 1928 


Cleveland,  Cincinnati,  Chicago  &  St.  T,ouis. 
Gliicago  (fc  Alton - 

Heading  Co 

Ctmtral  R.  R.  of  New  Jersey 

Chesapeake  &  Ohio 

Flocking  Valley -- 

N'ow  York,  Chicago  &  St.  Louis 

Pcre  Marquette 

Erie. 


Ct'i'-'ago  &  Erie 

Ciilorado  &  Southern 

Fort  Worth  &  Denver  City  Ry.  Co 

\\  icliita  Valley  Ry.  Co 

Green  Bay  &  Western  R.  R 

Missouri-Kansas-Texas  R.  R.  Co 

Denver  &  Rio  Grande  Western  Ry.  Co 


Rate  of 

return 

based 

on  book 

valtio 


Per 


cent 
4.78 
1.72 
4.34 
4.60 
8.69 
9.07 
4.20 
6.63 
3.69 
4.62 
2.13 
8.28 

0.  OO 

2.54 
4.86 
3.22 


Rate  of 
return 

UfiUSCHCl 

on  com- 
mission 
valuation 


Per 


cent^ 

2.97 
6.36 
5.27 
10.44 
12. 52 
6.U 
9.36 
5.64 
6.15 
4.51 
11.39 
8.79 
4.60 
9.85 
5.68' 


In  the  single  case  of  the  Toledo,  Peoria  &  Western  there  is  a  large 
discrepancy  in  the  other  direction,  the  book  value  return  being  shown 
at  15.39  per  cent  for  1928,  while  the  rate  upon  valuation  is  shown  as 
4.09.  This  is  accounted  for  by  the  fact  that  after  the  reorganization 
of  this  road  in  1927,  the  investment  which  had  been  earned  at  some- 
thing over  $9,000,000,  was  reduced  in  the  reports  to  somethmg  over 
$1,000,000,  the  total  investments  for  1928  being  shown  by  the  report 
as  $1,893,367,  with  a  net  railway  operating  income  of  $308,7^48,  or  a 
return  of  15.39  per  cent,  while  the  commission  valuation  is  shown  by 
Commissioner  Taylor's  opinion  as  $7,551,901,  which  with  the  same 
net  mcome  produces  a  return  of  4.09  per  cent. 

These  valuations,  of  course,  are  not  final,  but  the  differences  cited 
would  seem  to  indicate  that  until  the  carriers  have  been  valued  no 
accurate  conclusion  can  be  reached  as  to  whether  any  particular  road 
is  actually  a  weak  road. 

Lists  of  Weak  Roads  Included  Subsidiaries  of  Larger  Systems 

In  both  lists  prepared  by  Senator  Cunmiins,  he  included  roads  which 
were  in  fact,  by  reason  of  stock  ownership  and  control,  subsidiaries  of 
larger  systems.  In  the  case  of  the  46  roads  listed  by  him  in  1922, 
only  25  were  independent  roads;  and  of  the  70  roads  listed  at  the 
hearings  on  S.  1870,  earning  less  than  3  per  cent,  only  37  were  inde- 
pendent roads.  Therefore,  while  the  figures  of  70  roads  with  a 
mileage  of  between  50,000  and  60,000  miles  earning  less  than  3  per 
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cant  for  three  years  were  impressive,  they  did  not  present  a  correct 
pictuit,  of  the  independent  weak  roads. 

Tab^ulations  Roads  Listed  by  Senatob  Cummins 

For  purposes  of  comparison,  the  roads  listed  by  Senator  Cummins 
on  the  three  occasions  referred  to  are  listed  below,  with  statements 
of  the  rates  of  return  for  each  for  the  years  1921  to  1929,  inclusive, 
as  shown  by  the  tables  of  the  commission,  and  opposite  each  a  state- 
ment of  the  average  return  for  the  three  years  ending  July  1,  1917; 
the  years  1922,  1923,  and  1924,  and  the  years  1927,  1928,  and  1929. 
Thelast  average  has  been  taken  as  an  indication  of  present  conditions. 

Inclusion  of  the  year  1926  would  raise  the  average  of  practically 
eveiT  road,  while  tlie  inclusion  of  1930  %ures,  not  yet  available, 
would  undoubtedly  lower  the  averages. 

In  order  that  roads  in  each  group  may  be  compared,  they  are  listed 
under  the  following  heads: 

Roads  listed  in  pamphlet  as  weak  roads  and  repeated  in  S.  1870 
ist  as  roads  earning  less  than  3  per  cent,  but  which  were  in  fact  sub- 
sidiaries of  large  systems  through  stock  ownership  and  control. 

Independent  roads  listed  in  pamphlet  as  weak  roads,  repeated  in 
8.  1870  list  as  roads  earning  less  than  3  per  cent,  and  not  included  in 
acquisitions  of  control  since  1920. 

Independent  roads  listed  in  S.  1870  list  as  weak  roads  earning  less 
than  3  per  cent,  not  included  in  pamphlet  and  not  included  in  acqui- 
■liions  of  control. 

Iiidepend«Bt  foads  included  in  acc|uisitions  of  control,  1920-1930. 

Roads,  statistics  for  which  were  given  by  Senator  Cummins  in  his 
speech  in  the  Senate,  are  marked  with  a  star  (*). 

Tie  roads  which  are  included  in  acquisitions  of  control  will  be 
stparately  discussed  under  that  head. 

(Acquisitions  Msted  below  are  of  roads  with  less  than  3  per  cent 
•▼erige  return  for  1922-1924.  Roads  earning  between  3  per  cent 
and  4  per  cent  are  listed  on  p .  1 1 6 .  Acquisitions  include  Northwestern 
JPaciic,  although  for  many  years  Southern  Pacific  and  Santa  Fe  had 
«ach  owned  one-half  interest,  and  this  acquisition  by  Southern  Pacific 
was  only  of  Santa  Fe  interest.) 
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MttiOAD  CONSOLIDATION'S  AWD  UH'IFIOATIOFS 


StatisticB  are  Bometimes  of  doubtful  value.  This  is  particularly 
true  in  the  case  of  railroads  because  so  many  elements  enter  into 
railroad  earnings  wMch  are  not^  present  in  other  industries.  For 
instance,  in  the  case  of  the  Georgia,  Southern  &  Florida,  the  average 
rate  of  return  for  the  years  1924,  1925,  1926  was  7.1  per  cent,  whi^:• 
the  average  for  1927,  1928j  1929  is  only  2.52  per  cent.  This  road  is 
aiid  during  ail  the  period  mvolved  in  the  statistics  has  been  a  sub- 
sidiary of  the  Southern,  controlled  by  ownership  of  a  majority  of  the 
stock,  and  is  shown  in  the  reports  of  the  commission  as  a  part  of  the 
Southern  system.  Its  corporate  structure  appears  to  be  sound. 
The  earnings  fell  from  6  per  cent  in  1926  to  2.48  per  cent  in  1927. 
The  explanation  is  that  freight  receipts  fell  of!  over  $1,000,000  in 
1927,  and  this  was  doubtless  due  to  changed  conditions  in  Florida. 

The  3-year  average  return  of  2.52  per  cent  does  not  therefore 
demonstrate  anything,  so  far  as  the  consolidation  problem  is  con- 
cerned. 

On  the  other  hand,  we  may  take  the  Toledo,  Peoria  &  Western, 
the  capital  stock  of  which  was  owned  by  the  Chicago,  Burlington  & 
Quincy  and  Ptonsylvania,  and  which  was  under  receivership  until 
March  31,  1927.  The  statistics  show  a  deficit  for  each  of  the  years 
from  1921  to  1926,  inclusive;  1927  shows  4.94  per  cent,  1928,  15.39 
per  cent,  and  1929,  15.54  per  cent,  these  large  returns  being  made 
under  an  apparently  independent  ownership.  While  there  was  a 
'flight  increase  in  eamings^  in  1927  over  1926,  and  a  materid  increase  in 
©amings  in  1928,  the  discrepancy  in  rate  of  return  is  due  to  the  amount 
of  investment  shown.  The  new  road,  the  Toledo,  Peoria  &  Western 
Eailroad  Co.,  shows  a  total  investment  of  only  $1,893,367,  while 
in  1927  the  old  road  showed  total  investment  $9,640,375,  and  the 
return  for  1928  on  the  basis  of  that  figure  would  have  been  only 
3.2  per  cent  as  wainst  the  figure  now  shown  of  15.39  per  cent.  -As 
indicated  above  the  commission  showed  a  valuation  of  $7,551,901,  and 
on  this  valuation  the  return,  would  be  4.09  per  cent. 

Independent   Roads   Listed  as  Weak  Have  Shown   Greater 

Impeovem,bnt  than  Subsidiakies 

However  untrustworthy  figures  may  be  in  specific  instances,  it 
may  be  of  some  value  to  consider  the  carriers  in  groups. 

Above,  the  roads  listed  by  Senator  Cummins  in  his  pamphlet  and 
M  his  ^tables  offered  at  the  hearings  on  S.  1870,  which  were  in  fact 
subsidiaries  of  larger  systems,  and  those  roads  listed  bv  him  which 
were  independent  are  ^uped  separately.  While  almost  any  result 
can  be  obtained  by  taking  individual  roads  from  each  group,  a  com- 
parison of  the  progress  made  in  each  group  is  interesting.  It  will  be 
recalled  that  all  these  roads  earned  less  than  3  per  cent  mr  the  period 
of  1922^1924.  The  groups  do  not  include,  of  course,  roads  listed  under 
the  acquisitions  of  control. 
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More  than  4  per  cent 

3  to  4  percent 

2  to  3  per  cent. 

no  2  per  cent 


Of  33  inde- 
pendent 

roods  listed 
as  weak 


U 

8 

4 


Of  35  sub- 
sidiary 
toads  listed 
as  weak 


5 
6 
5 

5 


Less  ttian  1  per  cent 

Deficits 

Not  reported 


Of  33  inde- 
pendent 

roads  listed 
as  weak 


33 


Of  35  sub" 
sidiary 

roads  listed 
as  weak 


6 
4 


35 


(Figures  of  88  includes  roads  in  pamphlet  not  in  1926  list  and  those  in  1926  list  not  in  pamphlet.) 

These  figures  would  appear  to  indicate  that  the  independent  weak 
roads  had  made  much  greater  progress  than  those  under  the  parental 
wings  of  larger  systems. 

Parent  Koads  Show  Good  Return— Subsidiaries  Show  Deficit 

The  showing  of  the  St.  Louis  Southwestern  of  Texas,  with  con- 
tinuous deficits  or  very  small  returns  ever  since  1921,  is  interestmg 
when  compared  with  the  showing  of  its  parent  company,  the  St. 
Louis  Southwestern,  which  follows: 


1921 

1922 

1923 

1924 

1925 

1926 

1927     1928 



1929 

St.  Louis  Southwestern 

8t.  Louis  Southwestern  of  Texas 

7.32 
(') 

7.37 

7.3 

(0 

4.8 
L3 

4.0 

L4 

5.1 
LI 

4.06     4.78 
L23      0) 

5.42 

'  Deficit. 


Another  illustration  of  a  healthy  parent  with  a  weak  child  is  found 
in  the  case  of  the  St.  Louis-San  Francisco  and  its  subsidiary,  the 
Fort  Worth  &  Rio  Grande. 


1021 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1920 

St  TjOuis-San  Francisco     .___._.__._---»------ 

4.76 

(1) 

4.08 

4.5 

0) 

4.9 

(1) 

5.2 

5.4 

(0 

4.97 
0) 

4.81 

4.82 

Fort  Worth  ii  Rio  Grande — - 

(0 

>  Defloit 


Similar  illustrations  occur  in  the  cases  of  the  Reading  and  its  sub- 
sidiary the  Atlantic  City  Raih-oad  Co.;  the  Pennsylvania  and  the 
Baltimore,  Chesapeake  &  Atlantic;  the  Union  Pacific  and  the  Oregon- 
Washington  Railroad  &  Navigation  Co.,  and  the  Burlington  and  the 
Quincy,  Omaha  &  Kansas  City. 

Two  conclusions  might  be  drawn  fron  these  examples.  One,  and 
it  appears  very  logical,  is  that  if  the  weak  roads  in  question  were  not 
subsidiaries,  they  could  not  survive,  and  that  the  original  theory  of 
consolidation  is  supported  because  their  low  earning  power  is  averaged 
with  that  of  the  strong  parent  company.  On  the  other  hand,  it  might 
be  said  that  their  connections  with  stronger  systems  have  not  bene- 
fitted them  and  that  unless  a  policy  of  compulsory  consolidation  is 
adopted  strong  svstems  will  not  sacrifice  their  strength  by  taking  in 
roads  like  these  which  can  not  earn  tjieir  way,  even  with  powerful 
affiliations. 
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'TRirlf  mad^  lisUd  fty  Senator  Cmmmim,  hearings  S.  1870^  as  earning  more  than  S  per 

c«fii  Ii'Ul  i|«ii  than  4  P^  <:^nl. 


firalMldlarfeS'  of 'OlMar  rMds  (nol  tnolmded.  tn.  amiiisftioiis): 

Aritooft  lasten  E.  B.  Co.  (Soatherm  Faofflc) , 

Cantrtl. N «r  Xagtaiid.  By.  Co.  (New  Hwen) 

C«itniIBiillroi(d,of'Nfir  J«i«j(BaKl.iiii) — 

Cbieaeo,  St.  Fsnl.  Mtentaiiolf s  m  Omalia  {Ohioago  &  Morih  Western) 

GalTiitoii,  H:i»rliliiir«'  *  9an  AntoniO'  (Bontliern  Padflc) 

MlnwuMiiii,  8t*  Fni  Jc'  Snili  Ste.  Marie  (Canadian  Pacific  Ry.) 

Now'Orii«n«&Nm-tliaistarii(8<mtb«rn).. 

Port  BmcttiiK  R.  R.  COi.  (Rtaalng) 

WntJiftiif  it  Seasbon'  B.  B^.  Co.  (PennsylTaola).... 

Thoo^  A  Miniislppl  Valltfy  R,  E.  Co,  (IMko'la  Central) 

IiiiBiBdtoiit  'roida  (not  iaiAiaM.  In  aoquiBitions): 

Chtano  *  If ortli  Wosticii  By.  Co..-. , 

Clileif o3«»k  Wand  &  Ptciflc  Ey.  Co 

Dftawari  4  Hwisoii.  Co, 

Ool,  Moblla  »  Nortiini  R.  R.  Co 

.Kiniii  City  Jtaottarn,  By.  Co , 

Mtlaa  0*ntral  B.  R.  Co. -.- 

Mlialiiippi  CJtnMl.  R.  R.  Co.- ~..,. 

Niw  Ydik,  N«r' Mtimn  &  Hartford  R.  R.  Co 

HmMk.  Soutlwra  B.  B.  Co „ 

Nflrthim  Panlllo  By.  Co 

'PwiaiaylTaiilt  B.  B.  Co 

SealMMrd  Air  Lin*  By.  Co , 

'TimiiaBae  Coitral  By.  Co 

WalMisli  Ry.  Co 

Indaiei  In  acquMtioas  of 'Oontrol,  1921-1930: 

Baflalo  &  SnsmitlMiiu.  R.  B.  CoriMnitiOD  by  Baltimore  &  Obio,  1930 

CmrdlBii,  CIlMMd  Jr  OMo'by  Atlantlo  Coast  Lino,  l9iM 

11  Itw  A  SoiitiwtilaRi  Ry.  Co.  by  8ocitli:arii.  Paetlto.  ItM. 

Tiias  4r  Paoii©  By,  Co.  by  Mlawmrl  Pnntlto,  liM 

'Dnlatli  A  11*1111  Baiie'  B.  'B.  Oo^  'by  Didntb.  Mlambe  &  Northern,  1930 

Ntw  Qrleaaa  ©.ml  wortbem.  'B.  B.  by  Oolf,  Mobile  &  Northern,  1»30 


Average  re- 
turn 1922, 
1923,  1924 


8.62 
3.94 
3.40 
3.79 
8.59 
3.41 
3.39 
3.51 
3.03 
3.64 

3.33 
3.85 
3.98 
3.49 
3.06 
3.65 
3.45 
3.73 
3. 63 
3.31 
3.74 
3.31 
3.52 
3.07 


Averap  re. 
tarn  1927, 
1928, 1929 


(I) 


{») 


4.77 
2.68 

3.80 
4.29 
1.88 

3hS3 
272 

3.99 
102 
5.69 
3.70 
3.80 
4.23 
4.03 
6.44 
3.07 
3.70 
4.94 
3.52 
S.05 
3.10 


3.10 

2.34 

3.00 

104 

3.90 

(•) 

3.61 

4.80 

3.80 

6.67 

3.66 

2.68 

>  'L«««l  I9M,  no  'rtoord. 
sxtnid  Ii97,  no  ramrd. 

*  •IjMIBWI  .flft'flF.  I|  ISmI  •  DO'  HOtMTd. 

•No  Imports,  taaed  lim  to  BmUMra  PanUte.. 

Independent  Roads  in  This  Class  Show  Greatek  Improvement 

THAN  Subsidiaries 

Mftking  ft  comparison  simiar  to  that  of  the  groups  of  roads  earning 
Ifiss  than  3  per  cent,  it  will  be  noted  that  of  me  roads  which  during 
the  period  1922-1924  earned  more  than  3  per  cent  and  less  than  4 
per  cent,  the  independent  roads  have  made  a  better  showing  than  have 

the  subsidiaries. 


Average  ntum,  liV-lilO 

Subsidlariis  of  7  reporting 

Independent  roads  of 
14  reporting 

O'fef  4  per  'Oent... .— 

2,  or  28.67  per  «nt 

7f  or  50  per  cent. 

i'to  4  per 'Cent _ - 

2.  or  a8'.67  per  cent— 

7.  or  50  Der  cent. 

2to  3  par  oent — 

2.  or  28.57  per  cent 

IfcotperisenL 

1,  or  14,29  per  cent 

Of  the  seven  subsidiaries  reporting  for  1927-1929,  four  showed  a 
gun  over  1922-1924,  while  three  showed  a  loss. 
Of  the  14  independent  roads,  all  showed  a  gain  over  1922-1924. 

ntESENT  CONDITION  OF  BAILSOADS 

Additiokai-  Statistics  ^beb  Other  Heaos 

la  the  abBtract  of  the  pamphlet  The  Consolidation  Equation,  by 

Herman  W.  Ordeman,  and  in  the  statement  of  the  Association  of 


Railwav  Executives,  appearing  under  the  head  Opinions  Students  of 
Consohdation  not  in  Hearings,  page  148,  et  seq.,  infra,  are  presented 
arguments  as  to  the  present  condition  of  the  railroads  of  the  United 
States,  with  figures  supporting  the  contentions  of  each.  While  total 
figures  as  to  the  prosperity  of  all  the  railroads  of  the  country,  and  as 
to  potential  competition,  bear  more  particularly  upon  problems  of 
rates  and  general  regulation,  they  are  of  some  value  in  a  consideration 
of  consolidations,  especially  as  bearing  upon  the  question  of  the  neces- 
sity of  adopting  or  maintaining  a  policy  of  consolidation  in  order  to 
preserve  the  transportation  system  of  the  country. 

Present  Condition  op  Class  I  Roads 

The  statistics  following  may  be  of  some  interest  as  indicating  the 
present  condition  of  the  Class  I  roads,  and  their  progress  during  the 
past  six  years. 

A  computation  of  the  average  returns  of  all  Class  I  roads  for  the 
period  1927-1929,  numbering  196,  shows  the  following  as  an  indication 
of  present  condition : 

Average  return  1927-1929 

Over  6  per  cent 34 

5  to  6  per  cent 24. 

4  to  5  per  cent 32 

3  to  4  per  cent _ 31 

Under  3  per  cent 48 

Not  reporting  (leased  roads,  etc.) _ --- 27 

•  ^— — ^ 

196 

Of  these  roads,  82  may  be  termed  independent,  being  neither  sub- 
sidiaries, nor  roads  the  stock  of  which  is  owned  by  two  or  more  carriers. 
These  82  roads  show  the  following  average  rates  of  return  for  the 
period  1927-1929: 

Over  6  per  cent - 14 

5  to  6  per  cent 14 

4  to  5  per  cent _ - 20 

3  to  4  per  cent 19 

Under  3  per  cent 15 

82 

Roads  not  Listed  as  Weak  in  1924  Show  General  Good  Con- 
dition 

The  80  Class  I  roads  not  included  by  Senator  Cummins  in  his  lists 
of  weak  roads,  reporting  for  the  years  1927-1929,  show  the  following 
average  returns : 


Over  6  per  cent. - 
5to6per  cent... 
I  to  5  percent... 
3  to  4  percent... 
Under  3  per  cent 


Independ- 
ent 


11 
9 

10 
4 

U 


35 


Subsidiary 


19 

7 
7 
4 
8 


45 


Total 


16 

17 

8 

9 


'  Florida  East  Coast  Ry.  Co.,  earnings  of  which  dropped  from  '.1  in  1926  (4.9  average  for  five  years  1922- 
i"2C,  inclusive),  to  0.48  in  1927,  following  business  depression  in  Florida. 
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BAILBOAD  COKSOLIDATIOMS  AND  XJNIPICATIO'NS 


Decbeasb  im  Numbeb  of  Roads  Showing  Low  Retubn  Since 

It  mil  be  noted  from  these  compurisons  that  while  in  1922-1924 
100  class  I  roads  were  earning  less  Ihae  4  per  cent,  that  number  has 
been  reduced  to  79,  As  f^ainst  70  roads  earning  less  than  a  3  per 
cent  average  for  that  period,  the  1927-1929  period  shows  only  48  in 

that  class. 

Independent  Roads  Show  Gbeatest  Impbovement 

Of  the  82  independent  roads,  only  15  earned  an  average  of  less  than 
3  per  cent  for  1927-1929,  as  against  37  for  1922-1924. 
^  hi  the  loads  earning  more  t£an  4  per  cent  in  1922-1924,  only  one 
independent  road,  the  Florida  East  Coast,  has  fallen  below  3  per  cent, 
as  against  eight  subsidiary  roads,  and  of  such  roads  earning  between 
3  per  cent  and  4  per  cent,  the  independents  and  subsidiaries  are  equal 
in  number. 

Always,  also.,  it  must  be  kept  in  mind,  as  suggested  at  page  108, 
supra,  that  an  actual  valuation  of  any  road  may  make  a  considerable 
difference  in  the  rate  of  return  shown. 

Class  II  and  III  Roads  not  Pbospebous 

An  examination  of  the  statistics  for  1928  as  to  Class  II  and  III  roads 
discloses  a  condition  not  so  favorable  as  in  the  case  of  the  Class  I 
roads.  Of  256  Class  II  roads  reportllng  in  1928,  134  had  a  net  income 
over  interest  and  fixed  charges  and  122  a  deficit. 

Of  these  256  Class  II  roads,  113  were  not  subsidiaries  of  other  roads 
or  industries.  Of  these  113,  56  showed  a  net  income  over  interest 
itnd  &Ked  csharges  and  57  a  defidt. 

Of  330  Class  III  roads  reporting  for  that  year,  131  showed  a  net 
income  over  interest  and  fixed  charges  and  199  a  deficit.  Of  these  330, 
212  were  not  subsidiaries  of  other  roads  or  of  industries  and  of  these 
212,  93  showed  a  net  income  over  interest  and  fixed  charges  and 
119  a  deficit. 

AvEBAOB  Dividends  Paid  by  all  Cabbiebs  Show  Steady  Incbease 

Since  1922 

A  record  of  dividends  paid  by  ah  roads  in  the  United  States  of  every 
class  as  shown  by  Statistics  of  Railways  in  the  United  States  for 
1928  shows  a  steaSv  increase  in  the  per  cent  of  stock  yielding  dividends 
and  in  the  ratio  of  dividends  declared  to  all  stock.  From  December 
31, 1921,  to  December  31, 1929,  inclusive,  the  record  is  as  follows: 


Dec.  31, 1922..., 

D©a,31,19iM--. 
Dec.  31, 1925.... 
Dec.  31,  was.... 
:Dic3l,li27.... 
Dm.  31,1928.... 
JJMi'  Ut  1' 


Percent 
of  stock 
yieldinR 


56.02 
59.38 
62.09 
64.97 
66.70 
69.12 
7a  25 
73.65 
76.23 


Ratio  of 

dividends 

declared 

to  all  stock 


5.13 
3.78 
4.53 
i.U 
4.35 
6.06 
5.95 
5.26 
5.70 


HAILBOAD  COI^SOLIDATIONS  and  UNIFICATIOlSrS 

The  itemized  figures  for  1929  show  the  follomng  ratio  of  dividends 
declared  to  all  stock : 

Class  I  companies  and  their  nonoperating  subsidiaries,  5.80. 

Class  II  companies  and  their  nonoperating  subsidiaries,  2.15. 

Class  III  companies  and  their  nonoperating  subsidiaries,  1.27. 

The  following  are  the  ratios  of  dividends  declared  to  all  stock  from 
December  31,  1921,  to  December  31,  1929,  inclusive: 


Dec.  31,  1921. 
Dec.  31,  1922. 
Dec.  31,  1923 
Dec.  31,  1924 
Dec.  31, 1925 
Dec.  31,  1926 
Doc.  31, 1927 
Dec.  31, 1928. 
Dec.  31,  1929 


Ratio  of  dividends  declared  to  stock 


Class  I 
compahies 


5.35 
3.88 
4.62 
4.20 
4.15 
5.16 
6.09 
5.35 
5. 80 


Class  II 
companies 


0.94 
1.46 
2.30 
1.99 
1.81 
2.29 
1.98 
2.31 
2.15 


Class  III 
companies 


0.80 
.49 
.87 
.73 
.71 

.71 

.54 

1.27 


ACQUISITIONS    OF   CONTROL    UNDER    PARAGRAPH   2,    SECTION    «, 

1920-1930 

Large  Percentage  op  AcQuisiTioisrs  Not  New 

An  examination  of  the  record  of  acquisitions  of  control  under 
paragraph  2  of  section  5  is  interesting  as  an  indication  of  what  absorp- 
tions may  be  expected  imder  a  policy  of  voluntary  consoHdation. 

Of  347  such  acquisitions  of  control  between  March  1,  1920,  and 
October  31,  1930,  involving  an  aggregate  mileage  of  56,441.45,  217 
orders  did  not  involve  new  acquisitions  (except  belt  Knes  and  termi- 
nals), being  classed  as  follows: 

Acquisitions  of  control  of  carriers  (reorganizations,  further  control,  etc.) 
which  were  subsidiaries  or  members  of  the  system  of  the  acquiring  carrier 
prior  to  acquisition  or  which  were  constructed  during  the  year  of  acquisi- 


tion. 


39 


Belt  lines  and  terminals  acquired 3^ 

Leases  of  subsidiaries  or  of  subsidiaries  of  other  members  of  same  system, 

subsidiary  relationship  existing  prior  to  lease 110 

Operating  contracts  with  subsidiaries 18 

Leases  of  small  portion  of  road - 9 

Express  companies 2 

Electric  railway 1 

Miscellaneous  contract -- —  1 


Total-. 


217 


120' 


IlAII.EOA,B  CONSOLIDATION'S  AMD  UNIFICATIONS 


This  leaTes,  tlierefore,  for  examination  130  acquisitions,  inTolving 
151  roads  or  systems,  by  purchase  of  stock,  lease,  or  purchase  of 

stock  .and  lease,  as  follows: 

AcgMtmiiom  of  emirdf  19M  to  WSO 


EAILEOAD  CONSOMDATIONS  AND  UNIFICATIONS 


Acquisitions  of  controli  1920  to  1$S0 — Continued 


Ffar  tiiJeif  Od.  St,  mi 


n-m     CMoago.  Torro  Haate  &  Southeattam  Ry.  Co.  (!)  by 

Ohloim,  MUwaiikoo  A  SLJPml  By.  Co. 
m-§tm    .iTiiiisTllI©,  Indltuipolia  *  Torw  Saute  Ry.  Co,  (II) 
by  Clwoltad.  OlodnnaH,  CMoago  &  St.  Louis  Ry. 

Co. 
JMl   I  Wtajomta.  4  If  ortbtrn.  B.  R.  Co.  (II)  by  Minneapolis, 

iirp»iil&SmltSt«.Mari«^By.Co. 
'TIMM  :  Tmm  Bm»  B,  R,  Co.  (State  road)  by  Teiai.  4  New 
Oriwns  R.  B.  CO'.  (Soutbera  'Fadfle). 

Ymt  eniei  (M.  SI,  lUff 

fMi   I  BMk:taglMiii  B.  R.  Co.  (HI)  by  Atlanllo  Coast  Urn 

B.  B.  Co. 
la-ina    Indian  Cteek  4  Nortbera  R,  B,  Co.  (naolassified)  by 

Baltimon  A  Oblo  B.  B. 
71-134    Cbteai»  Kiirtiikit •§  Cl|ri  Ry.  Co.  (11)  by  Chicago. 

HMvmfcH  4  ft.  tma  Ry.  Co. 
'MFTiS  '  Arizona  ft  Mmr  Meiileo  By.  Co.  (II)  by  11  Faeo  & 

SootbifWMni  Co. 
n-im    Austin  IMia  St  Subarban  By.  Co.  (nnclaaliied)  by  In- 

temtlonal  A  Qrmi  NorCbern  By.  Co. 
n-l»    Santooa.  *  BiHHiipnient  Ry.  Co.  (IIQ  by  Union 

Padio  B.  B.  Oo:. 

¥mrmimOd.8i,m9 

n^m  I  B'laofc  Honntafn  B.  R.  Co.  (Ill)  by  Loulsrilleft  Narii- 

<     ▼Hit  R.  R.  Co. 
m-m  I  M.luai  Mtaaral  Bdt  R.  R.  Co.  (m  by  St.  Lonis-^San. 

Fiaooiwo  Ry.  Co. 
Ii-«S    Cwtfal  Padio  Ry.  Co.  (I)  by  Bootbern  Pudflc  Co.... 

Ymr  mded  (ki.  Sh  ms 

m-m      Carolina,  Clincbfleld  &   Obio  Ry.  (I),  Carolina, 

;     CttMhiield  A  Oblo  Ry.  ol  8wtb  CaroUna  (I),  and 

ClinobioM  Nortbem  Ry.  oT  Kintuoky  (I)  by  At- 

tatlc  Coaat  Line  R.  R.  Co.  and  Louisville  &  Naib- 

t     ▼Ule  R.  R.  Co. 

•MM    Statesboro  Nortbarn  Ry.  (ni)  by  Georgia  A  Florida 

By. 
«-Iil    DonVer  A  Rio  Grande  Wes'tera  R.  R .  Co.  (I)  by  M.lii- 
.aooriPaoifloR.  R.  Co. 
'TiBti  A  Padfle  Ry.  Co.  (I)  by  M,.iasoiiri  Pacific  R.  B, 

iO-iti  I  Franidin  A  AbbevOtoBy.  Co.  (II)  by  Morgan's  Lonisi* 
ana  4  Texas.  R.  R.  A  Steanubip  Co.  (SontbemPa- 

8ft-M7 

Wham 

•f-8 
li-738' 


398u  09    Purobase  of  stock  and  lease 

I 
134.  Ifi    Purchase  of  stock. 


133.58 

Purcbase  of  property. 

S3. 00 

Purcbase  of  stock. 

21.40 

DO. 

2.60 

Do. 

lO&Ofi 

Do. 

108.00 

Pnrdiaae  of  stodr  and  lease 

2.fi6 

Purcbase  of  stock. 

44  77' 

Lease  (now  expired  and  no 

H^onstoB  A  Brmm  Valley  Ry.  (II)  by  New  Orleans, 

,  Texas  A  M«leo'  Ry.  Ca.  {M,is80iif  i  Padflo). 
International  A  Onat  Nortborn  R.  R.  Co.  (I)  by  New 


Of  bans.  Teiai  A  Mexico  By.  Co.  (MInoiirl  Pidflo). 

imam  City,  Clfaton  A  Sprfaffleld  Ry.  Co.  (H)  by 

St.  Louis-San  Francisco_  Ry.  Co.  and  Kansas  City, 


^  Fort  Scott  A  Mempbis.  Ry.  Co. 
11  Paso,  SootbwBStera  Systein  (I)  by  Soutbem  Padflc 
Co. 

Paiod  Mm,  1, 1«|,  U  jILu§'  SI,  IMS 

Moore  Hajen  A  Clewlston  Ry.  Co.  (Ill)  by  Atlantic 

Coaat  Lino  R.  R.  Co. 
Bajtimoro  A  Bastern  R.  R.  Co.  (II)  by  Baltimore, 

Cbesapeako  A  Atlantic  Ry.  Co.  (Pennsylvaniaj. 

^*!Ly*»!!"y  *  ^*'*"™  ^y-  C:o-  (II)  by  Chesapeake 

A  (Jbio  Ry.  Co. 

Ashland  Coal  A  Coke  Ry.  Co.  (IID,  Long  Fork  Ry. 

?*!;;l¥Jv?°'*^*^'*"  ^™*  ^-  K-  Co.  by  Chesapeake 
A  Ohio  Ry.  Co. 

Sao^  Antonio  A  Aransv  Pass  Ry.  Co.  (I)  by  Soutbem 

Padflo  Co.  (lease  to  Galveston,  H'arrisburg  A  San 
Antonio  Ry.  CO.) 


8.29 
14.14 

tit25.06 

276.85 

4a  00 

2^604.00 

1,847.84 

4a  08 

28.48 

1. 109.  SO 

155.00 


renewed). 

Purdiase  of  stock  and  lease. 

Purcbase  of  stock. 

Stock  ownership  and  lease. 


Purchase  of  stock  and  lease. 

Purcbase  of  stock  (one-half 

interest). 
Purchase  of  stock. 

Do. 


Da 
Do. 


Lease    and 
stock. 


acquisition   of 
1. 139. 87    Purchase  of  stock  %ad  lease . 


I 


14.00 

40.00 

31.00 

27.66 

36.31 

4.53 

739.00 


Da 
Da 
Do. 

Lease. 

Purchase  of  stock  and  leRS\ 


I.  c .  c . 
No. 


99-169 

99-7 
94-191 

94-369 
99-43 

99-319 

99-450 

99-382 


99-207 
64-753 

111-69 

111-468 

111-542 

111-124 

106-800 

105-469 

111-542 


111-587 
105-131 

111-651 
111-707 
105-79 

105-35 

117-168 

103-499 

105-99 

105-249 

105-383 

105-320 

105-282 

10.'^792 

105-792 

105-792 

105-43 
»H61 


Period  Nov.  1, 19S4,  to  Aun.  SI,  /Pf 5— Continued 

Gulf  &  Ship  Island  R.  R.  Co.  (I)  by  Illinois  Central 
R  R  Co 

Hereford  Ry.  Co.  (Ill)  by  Maine  Central  R.  R.  Co.... 

New  Orleans,  Texas  &  Mexico  Ry.  Co.  (I)  By  Mis- 
souri Pacific  R.  R.  Co. 

Scott's  Run  Ry.  Co.  (II)  by  Monongahela  Ry.  Co 

Buck  Creek  Ry.  Co.  (Ill)  by  Norfolk  &  Western  Ry. 
Co. 

Lake  Tahoe  Railway  &  Transportation  Co.  (Ill)  by 
Southern  Pacific  Co. 

New  Park  &  Fawn  Grove  R.  R.  (Ill)  by  Stewartston 
R.  R.  Co. 

Sacramento  Northern  Ry.  (Ill)  by  Western  Pacific 
Ry.  Co. 

Period  Sept.  ItoSl,  1925 

Rural  Valley  R.  R.  (Ill)  by  Buffalo,  Rochester  &  Pitts- 
burgh Ry.  Co. 

Jonesboro,  Lake  City  &  Eastern  R.  R.  Co.  (II)  by  St. 
Louis  San  Francisco  Ry.  Co. 

Period  Oct.  1,  IBM,  to  Sept.  SI,  ISSB 

Fresno  Intenu-ban  Ry.  Co.  (Ill)  by  Atchison,  Topeka, 
A  Santa  Fe  Ry.  Co. 

New  Mexico  Central  Ry.  Co.  (II)  by  Atchison,  Topeka 
A  Santa  Fe  Ry.  Co. 

Healdton  A  Santa  Fe  Ry.  Co.  by  Atchison,  Topeka  A 
Santa  Fe.  Ry.  Co. 

Cincinnati.  Indianapolis  A  Western  R.  R.  Co.  (I)  by 
Baltimore  A  Ohio  R.  R.  Co. 

Pond  Fork  A  Bald  Knob  R.  K.  Co.  (Ill)  by  Chesapeake 
&  Ohio  Ry.  Co. 

Springfield,  Havana  &  Peoria  Ry.  Co.  (HI)  by  Chicago 
A  Illinois  Midlaud  Ry.  Co. 

Oklahoma,  New  Mexico  &  Pacific  Ry.  Co.  and  Ring- 
ling  A  Oil  Fields  Ry.  Co.  by  Gulf,  Colorado  A  Santa 
Fe  Ry.  Co.  (Santa  Fe). 
(Same  transaction  as  acquisition  of  Healdton  A 

Santa  Fe  above.    Healdton  was  organized  to  take  over 

Oklahoma,  New  Mexico  &  Pacific  &  Ringling,  on  ac- 
count of  Oklahoma  laws,  and  road  then  leased  to  Gulf, 

Colorado  A  Santa  Fe.) 

Jackson  &  Eastern  Ry.  Co.  (Ill)  by  Gulf,  Mobile  A 
Northern  R.  R.  Co. 

Kansas  City  A  Grandview  Ry.  Co.  (Ill)  by  Kansas 
City  Southern  Ry.  Co. 

Cumberland  A  Manchester  R.  R.  Co.  (II)  by  Louis- 
viUe  A  NashviUe  R.  R.  Co. 

Marion  A  Eastern  R.  R.  Co.  (Ill)  by  Missouri  Pacific 
R.  R.  Co. 

Asherton  &  Gulf  Ry.  Co.  (Ill),  Rio  Grande  City  Ry. 
Co.  (Ill),  and  Sugarland  Ry.  Co.  (II)  by  New  Or- 
leans, Texas  A  Mexico  Ry.  Co.  (Missouri  Pacific). 

San  Antonio  Uvalde  A  Gulf  R.  R.  Co.  (I)  by  New 
Orleans,  Texas  &  Mexico  Ry.  Co.  (Missouri  Pacific). 

Bailey  Run,  Sugar  Creek  A  Athens  Ry.  Co.  (Ill)  by 
New  York  Central  R.  R.  Co. 

Western  Allegheny  R.  R.  Co.  (II)  by  Pennsylvania 
R.  R.  Co. 

Muscle  Shoals,  Birmingham  A  Pensacola  R.  R.  (II) 
by  St.  Louis,  San  Francisco  Ry.  Co. 

Charlotte  Harbor  A  Northern  Ry.  Co.  (II)  by  Sea- 
board Airline  Ry.  Co. 

Tavares  A  Gulf  R.  R.  Co.  (Ill)  by  Seaboard  Airline 
Ry.  Co. 

Brooksville  A  Inverness  Ry.  (Ill)  by  Seaboard  Airline 
Ry.  Co. 

Holton  Interurban  Ry.  Co.  (Ill)  by  Southern  Pacific 
Co. 

Dayton-Goose  Creek  R.  R.  Co.  (II)  by  Southern  Pa- 
cific Co. 

Nevada-California-Oregon  Ry.  (II)  by  Southern  Pa- 
cific Co. 

Oregon-California  A  Eastern  Ry.  Co.  (II)  by  Southern 
Pacific  Co. 

Ann  Arbor  R.  R.  Co.  (I)  by  Wabash  Ry.  Co 

Alabama  A  Vicksburg  Ry.  Co.  and  Vicksburg,  Shreve- 
port  A  Pacific  Ry.  Co.  (I)  by  Yazoo  A  Mississippi 
Valley  R.  R.  Co.  (Illinois  Central). 


33.00 
13.48 
25.59 

laoo 

93.04 

315.58 

3.60 

47.89 

159.03 
95.36 
33.95 
18.74 

104.77 
25.14 

154.63 

40.00 

293.70 
329.00 


Miles  of 
road 

How  acquired 

307. 66 

Purchase  of  stock. 

52.85 
900.00 

Do. 
Do. 

23.70 
1.24 

Purchase  of  stock  and  lease. 
Lease. 

16.50 

Do. 

7.20 

Do. 

165.03 

Purchase  of  stock. 

11.70 

Lease. 

86.50 

Purchase  of  stock  and  lease. 

17.50 

Da 

116.00 

Do. 

36.00 

Purchase  of  stock. 

308.63 

Da 

laio 

Do. 

77.02 

Purchase  of  stock  and  leasa 

36. 00 

Lease. 

Purchase  of  stock. 

Do. 
Purchase  of  stock  and  lease. 
Purchase  of  stock  and  lease. 

Do. 

Do. 

Do. 

Da 

Do. 
Purchase  of  stock  and  lease. 
Purchase  of  stock. 
Purchase  of  stock  and  lease. 
Purchase  of  stock. 

Do. 

Do. 

Do. 

Do. 
Lease. 


BAILIOAJ)'  OdMSOLlDATIOKS  AE'D  UNIFlOATIOIW 
ilcf«f»fl<#fif  0/  control,  l^fO  l#  If  JO — Continued 
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Miles  ef 
road 


111-181 
ll7-21i 
Ill-^WM 

im-sn 
m-i« 

l'a4-397 
1,17-213 
l'3l-4iii 
117-329 
117-^tU 
ISI-IH 
IBl-lOf 
]9fr4B 

iii-i» 
iti-w 

194-433 
IfiHi' 
117-447 
lll-74i 
I17-IS17 
131-119 

llS-9iO 
18»-78T 

138-85 
138-517 

138-487 

138-313 
Mfif-Wl 

131-733' 

138-a» 

14M3 

131-SB9 

131-535 


PerM  Ikl.  I,  ime,  m  Sept.  m,  tw 


Atitnta,  Blrmibtham  A  Const  R.  R.  Co.  (1)  by  Atlan- 
tic Coast  Lin©  R.  R.  C©.  „   ^ 

Columbia,,  Newberry  A  Laureae©  ,R.  R.  Co.  (II)  by 
Atlantic  Coast  Line  R .  R.  Co. 

Chert  Haven  A  Brucetou  R.  R.  Co.  (Ill)  by  Baltimore 
A  Obio  R.  R.  Co. 

HonBton.  North  Shore  Ry.  Co.  (Ill)  by  Beaamont. 
8«ar  Lake  *  Wwtern  Ry.  Co.  (Mlaaoun  Pacific). 

tevell  Vtlley  R.  R.  Co.  (II)  by  Ch«ja,|wito  &  Ohio 
,Ry.  Co,. 

Loop*  Lookoot  R.  R.  Co.  (ID  by  Chesapeake  &  Obio 


Ry.  Co. 
I08M 


Ooaheo  Valley  R.  R.  Co.  (HI)  by  Den«r  A  Rio  O'ra,nd0 

New  Orlea,iis  A  Lower  Coast  R.  R.  Co.  (1,1)  by  Miaao^uri 

Paci,iffl:  ,R.  R.  Co. 
Birmingham  A  Northwestern  Ry.  Co.  (II)  by  Gulf, 

Mobile  4  Northern  R.  R.  Co.  ^    _^  ^  ,,  ^ 

Cbart^fara.  Southern  Ry.  Co.  (II)  by  Monongahek  Ry. 

Co. 
San  Antonio  Sontbern  Ry.  Co.  (II)  by  New  Orlean,8, 

Teias  4  Mexico  Ry.  (M.i«Km,ri  Paciie).    ^     ^ 
Biitler  OoMnty  R.  R.  Co.  (11)  by  St.  Lonli,  San  Fran- 

eJaeo  Ry.  Co> 
St  Louis,,  'Kiunett  A  Boutheastem  R.  R.  Co.  (HI)' by 


St.  Louie-San  Franctooo  Ry.  Co. 

.:    :  „  ■'",  "  m'^ 

Airiiiie  Ry^  CO'. 


laokaonTlllcbatnestltle  A  okfRy.  (II)  by  Seaboard 


Qtriiimlto.  M^^        E.  R-  Co.  (ID  by  Seaboard  Afi^ 

Oenttal'^alfepnia  Ttictlon  Coi.  (HI)  by  SoollieBi 

'Pactfle  Co. 
Smoky  .MoonHli  B.  R.  (IID  by  Tennessee  A  Nortli 

Oanliiiai  By.  Cot,  ,    _        m  -w*   im 

AMlme  A  imtliera  Ry.  Co-  (JD  by  Teiaa  A  Pacifi© 

Ry  Co^  (M'lswNirl  Paetio). 
OlMO  A  Nortiliittni  Ef.  Co.  (m  by  Teias  A  Paciflc 

My.  Co.  (Mlnoiirl  Piuillo).    ^^^  ^    ^        .  _    . 
Peoo8  Valley  Southern  Ry.  Co.  (M)  by  Teias  A  Paol^ 

ic  Ry.  Co.  (Mhsoori  Paoiflo). 
Clarion  River  Ry.  Co.  (HI)  by  Tloaeata  Valley  Ry. 

Wichita  Ftlli,,  B«npr  A  Fort  Worth  :R.  B,  Co.  (ID  by 

W'teMta  Fkflf  A  SiMtliefii  B,.  M.  Co. 

PirM  Sfpf.  90,  im,  to  Oct,  81,  IMS 

Kamm  City,  Mexlo©  A  Orient  Ry.  Co.  (I)  by  Atehison,, 
Tiipoka  A  Saate  :Fi  By .  Co. ^       ^  «,.  . 

OUatoi  A  OUalgiiii.  Weitern  R.  R.  Co,  and  CUntmi 
A  Oklahoiaiweateni  E.  R.  Co.  of  Texas^  (IB  by 

Atehison,  Topdca  A  Santa  Fe  By.  Co.  and  Panlaa- 

dle  A  :Santt  f  e  By.  Co. 
Oreenbclec  A  B„aateni  R.  ,R..  Co.  (H)  by  Chesapeake  A 

0,hio  Ry.  Co.  . 

Pere  M,artinette  Ry.  Co.  (D  by  Chesapeake  A  Ohio 

Ry.  Co. 
Oiiion-C'aliifornia  A  Eastern  Ry.  Co.  (ID  by  Great 

Northern  Ry.  Co.  ,,,    ^    ^      o.    r     .    *. 

St.  Lonis,  Troy  A  Eastern  R.  R.  Co.,  St.  Louis  A 

IIl,inois  Belt  Ry.,  St.  Louis  Electric  Terminal  Ry. 

Co.,,  and  Illi,nois  Traction  (Inc.),  (ID  by  Illinois 

Terminal  Co.  _  

Chester  A  Mount  Vernon  B.  B.  Co.  (II,D  by  Missouri 

Pacific  R  R  Co. 
Nicholas  Payette  A  Greenbrier  R.  R.  Co.  (Ill)  by  New 

York  Central  R.  R.  Co.  and  B^tltimore  A  Ohio  R.  R. 

Co. 
Qeoreia,  Flori:da  A  Alabama  R.  R.  Co.  (II)  by  'Sea- 
beard  ,Air'  Urn  Ry.  Co. 
Texas  Midland  B.  B.  (II)  by  Southern  ,Pacific  Co,  and 

'Texts  A  Mmr  'OrliaiiB  B.  B.  Co. 
Saratoga  A  Ineampoient  Valley  R.  R.  Co,.  (Ill)  by 

Union  Puslic  R.  R.  Co. 
Cbeaapedfce  A  Curtis  Bay  R.  R.  Co.  (Ill)  by  Western 

M'tryland  Ry.  Co. 
Qwenbriir.  Cheat  A  Ilk  B.  ,B.  Co.  (IID  by  Western 

,Maryland  By.  Co. 


75.00 

6.50 
28.00 

32.28 
18.97 
9.05- 
59. 70 

49.50 

38.72 
40.52 
1494 
5<L0O 
38. 00 
6S.00 
27.80 
06.70 
2&20 
40.40 
12.00 
74.80 

27100 
143.00 

10.95 

2.286.13 

50.00 

458.00 

64.83 
20.00 

102.00 

125.20 

AM  'TI 

2.O15 
39.00 


How  aoquire«l 


Purchase  of  stock. 

Do. 
Purchase  of  stock  and  lease. 

Do, 

Do. 

Do. 
Purchase  of  stock. 
Purchase  of  stock  and  lease. 

Do. 
Purchase  of  stock. 
Purchase  of  stock  and  lease. 

Do. 
Purchase  of  stock. 

Do. 

Do. 

Purchase  of  stock  and  bomfs. 
Purchase  of  stock. 

Do. 
Lease. 
Purchase  of  stock,  bonds,  and 

ICUBO. 

Purchase  of  stock. 
Purchase  of  stock  and  lease. 


Do. 

Purchase  of  stock. 

Purchase  of  stock  (one-half 

interest). 
Lease. 


Do. 

Purchase  of  stock  and  lease. 

Do. 

Do. 
Purchase  of  stock. 

Do. 
Purchase  of  stock  and  leajse. 


154-769 

151-338 

151-657 

15(F477 

151-811 

154-77 

150-685 

150-119 
150-604 


Miles  of 
road 


Period  Nov.  1, 19B8,  to  Oct.  SI,  WB 

Kansas  City,  Mexico  &  Orient  By.  Co.  of  Texas  (I)  by 

Atchison,  Topeka  A  Santa  Fe  Ey.  Co. 
Reynoldsville  &  Falls  Creek  R.  R.  Co.  (IH)  by  Buffalo, 

Rochester  A  Pittsburgh  Ry.  Co. 
Casey  &  Kansas  R.  R.  Co.  (Ill)  by  Kansas  A  Sidell 

R.  R.  Co.  ^    ,     .  . 

Louisiana  Railway  A  Navigation  Co.  (I)  by  Louisi- 
ana &  Arkansas  Ry.  Co. 

Mississippi  River  and  Bonne  Terre  Ry.  (II)  by  Mis- 
souri-Illinois R.  R.  Co.  (Missouri  Pacific). 

Missouri  Illinois  R.  R.  Co.  (II)  by  Missouri  Pacific  R. 
R.  Co. 

Gideon  &  North  Island  R.  R.  Co.,  Deering  Southwest- 
ern Ry.,  and  Blythoville,  Leachville  A  Arkansas 
Southern  R.  R.  Co.  (Ill)  by  St.  Louis  Southwestern 
Ry.  Co. 

Northwestern  Pacific  R.  R.  Co.  (D  by  Southern  Pacific 
Co. 

Texas  Short  Line  Ry.  Co.  (IH)  by  Texas  &  Paciflc  Ry. 
Cb.  (Missouri  Pacific). 

Period  Nov.  1, 1929,  to  Oct.  31, 1930 

Wildwood  &  Delaware  Bay  Short  Line  R.  R.  Co.  (II) 
by  Atlantic  City  R.  R.  Co. 

Buffalo  A  Susquehanna  R.  R.  Corporation  (I)  by 
Baltimore  &  Ohio  R.  R.  Co. 

Buffalo,  Rochester  &  Pittsburgh  Ry.  Co.  (D  by  Balti- 
timore  A  Ohio  R.  R.  Co. 

West  River  R.  R.  Co.  (IH)  by  Brattleboro  A  White- 
hall R.  R.  Co. 

Wharton  A  Northern  R.  R.  Co.  (ID  and  Mount  Hope 
Mineral  R.  R.  Co.  by  Central  R.  R.  Co.  of  New 
Jersey. 

Bethel  Granite  Ry.  Co.,  Southern  New  England  Ry. 
Co.,  Southern  New  England  R.  R.  Corporation, 
Montreal  &  Province  Line  Ry.  Co.,  Montreal  &  Ver- 
mont Junction  Ry.  Co.,  Stanstead,  Shefford  A 
Chambly  R.  R.  Co.,  and  Central  Vermont  Transpor- 
tation Co.  (water  carrier)  (unclassified)  by  Central 
Vermont  Ry.  Inc. 

Big  Sandy  &  Kentucky  River  Ry.  Co.  (II)  by  Chesa- 
peake A  Ohio  Ry.  Co. 

Duluth  &  Iron  Range  R.  R.  Co.  (D  by  Duluth,  Mis- 
sabe  &  Northern  Ry.  Co.  .     .  ,   , 

Marion  Railway  Corporation  (IH),  by  Elmiia  A  Lake 
Ontario  R.  R.  Co.  _        ^  ,, 

New  Orleans,  Great  Northern  R.  B.  Co.  (Di  by  Gulf, 
Mobile  A  Northern  R.  R.  Co.  ,  

St.  Louis  A  Alton  Ry.  Co.  (II),  Alton  A  Eastern  R.  R. 
Co.,  and  East  St.  Louis  A  Suburban  Ry.  Co.,  by  Illi- 
nois Terminal  Co. 

Yale  Short  Line  R.  R.  Co.  aiD.  by  Kansas  A  Sidell 
R   R  Co 

Carrollton  R.  R.  (IH),  by  Louisville  A  NashvUle  R.  R. 
Cq. 

Beaver,  Meade  A  Engliwood  B.  B.  Co.  aiD.  by  Mis- 
soori,  Kansas  A  Texas  R.  R.  Co. 

Federal  Valley  R.  R.  Co.  (IID.  by  New  York  Central 
R  R  Co 

Sewell  Valley  R.  R.  Co.,  Loop  A  Lookout  R.  R.  Co., 
and  Greenbrier  A  Eastern  R.  R.  Co  by  New  York 
Central  R.  R.  Co.  (jotot  control  with  Chesapeake  A 
Ohio,  of  which  roads  were  formerly  subsidtarifs). 

Shawnee  Interurban  Ry.  Co.  (undassifled),  by  Okla- 
homa  City,  Ada  A  Atoka  Ry.  Co. 

New  York  A  Long  Branch  R.  R.  Co.  (ID,  by  Pennsyt 
imnia  B.  B.  Co. 

Trenton-Prtoceton  Tractton  Co.  (unclassified),  by 
Beading  Co. 

Gulf,  Texas  A  Western  Ry.  Co.  (ID,  by  St.  Louis-San 
Francisco  Ry.  Co.  _        „    ,     .  „ 

Miami  Mmeral  Belt  R,  R.  Co.  (ID,  by  St.  Louis-San 
Irancisoo  Ry.  Co.  _    „^  ^    „^  .,     .   „ 

Gulf,  Texas  A  Weslem  Ry.  Co.  (ID,  by  St.  Louis,  San 
Fraacisoo  A  Texas^Ry.  Co.        ,     ,«  ..  u    a    *i, 

Clackamas  Eastern  R.  R.  Co.  (unclassified),  by  South- 
em  Paciflc  Co. 

ChaHee  R.  R.  Co.  (Ill),  by  Western  Maryland  Ry.  Co. 


I 


I 


465.76 
12.65 
20.00 

330. 55 
62.00 

136.50 
62.23 

514.68 
1.04 

4.20 

253.00 

370.00 

35.70 

20.57 
3.64 

105.05 


How  acquired 


Purchase  of  stock. 
Lease. 

Do. 
Purchase  of  stock. 

Do. 

Do. 

Do. 


Purchase  of  stock  (one-half 
interest  of;  Santa  Fe,  pre- 
viously owned  one-half). 

Purchase  of  stock. 


Do. 
Do. 
Do. 
Do. 


Do. 
Do. 


25.50 

Do. 

269.77 

Lease. 

8.38 

Purchase  of  stoek. 

239.56 

Exchange  of  stock; 

33.00 

3a  00 

6.00 

13.00 

iLeaae. 

DOw 

10.00 

Purchase  of  stock* 

65.10 

Do. 

16.00 

Do. 

40.35 

ia77 
laos 

Do. 

39.00 

Do. 

8&00 

12.56 

Purchase  of  stock;  joint  000  • 
trol  with  Central  of  New 
Jersey. 

Purchase  of  stock. 

90.60 

Do. 

11.00 

Lease. 

09.60 

Do. 

17.00 

Purchase  of  stock* 

8.50 

Do. 
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Niw  Acquisitions  Classified 

.    Of  the  151  roads  or  systems  inckded  in  the  130  acquisitions,  there 

were  of — 

'Camel ■— ^^ 


Canai.  II • 

CImM'  III  and  undassiied  ihort  linei 

Stttleraad — ■ 


5S 

72 

1 


Total - ■ ^^^ 


MiiiBAGB  Acquired  Principally  Class  I  Roads 

The  total  mileage  involved  in  the  130  acquisitions  above 
24,251.69  miles,  Of  this  14,946.08  miles  is  accounted  for 
following  10  acquisitions  of  larger  roads  and  systems,  all  in 

Soathem  Pacific  acquinition  of  Central  Pacific  .  -  .  - 

Ifimiiiiri  Pacific  acqiiieition  of  Denver  &  Rio  Grande>.- 

liiiioiiri  Pacific  acqaliitlon  of  Texas  A  Pacific ._---^--— - 

K«w  Orleans,  Texan  &  Mexico  acquisition  of  International  and  Great 

Northcoi-.^---  _.«__«_«_------------------------------------- 

Southern  Pacific  acquisition  of  El  Paso  Southwestern  system....— 

Soutliern  Pacific  acquisition  of  San  Antonio  &  Aransas  Pass  Ry.  Co.. 
Atlantic  Coast  line  acquisition-  of  Atlanta,  Birmingham  &  Coast 

"SL.  R.  Co  -  ---_.----------- .»._._---.--- - 

Boufhera  Picffc  acquisition  of  Northwestern  Pacific  R.  R.  Co 

Chesapeake  &  Ohio  acquisition  of  Pere  Miwpiette  _--_---.-- 

Miisiiuri  Pacific  acquisition  of  New  Orleans,  Texas  A  Mexico 


listed  IS     ' 
by  the 
Oiass  Li 

3,  326.  06 
2,  604  00 
1,  647.  84 

1,  169.  50 

1,  139.  87 
729.  00 

640.  00 
514  68 

2,  286.  13 
900.  00 


14,  946.  08 


The  remaining  Class  I  roads  of  which  control  was  acquired 

ChicaKO,  Terre  Haute  &  Southeastern  by  Chicago,  Milwaukee  &  St. 

ji^|i2         „  .__.- - - --- — 

C«roMii'CMiicMeld'4  Ohio  by  Atlantic  Coast  line 

Gulf  iShip  Island  R.  R.  by  Illinois  Central  R.  R..... 

Cincinnati,  Indianapolis  &  Western  by  Baltimore  &  Ohio. 

San  Antonio.  Uvalde  &  Gulf  by  Missouri  Pacific. 

Ann  Arbor  R.  R,  Co.  by  Wabash  Ry.  Co .. 

Alabama  &  Vicksburgiind  Vicksburg,  Shreveport  &  Pacific  by  Yazoo  & 

Mlasiasippi  Valley  II.  R.  Co. . .- „- -r - z^- - -/;,- - 

ImuisliwaKilway  &  Navigation  Co.  by  Louidana  &  Arkansas  Ry.  Co 
Kansas  City.  Mexico  &  Orient  and  Kansas  City,  Mexico  &  Orient  of 

Texas,  by  Smta  Fe --xr." 

Buffalo  &  Susquehanna  R.  R,  Corporation  by  Baltimore  &  Ohio 

Buffalo,  Rochester  4  Pittsburgh  Ry.  Co.  by  Baltimore  &  Ohio 

New  Orleans  Great  Northern  R.  R.  Co.  by  Gulf,  Mobile  &  Northern.. 
Duluth  &  Iron  Range  R.  R.  Co.  by  Duluth,  Missabe  &  Northern  Ry. 

Co.  (lease) 


were: 

Miles 

208.  09 
276.  85 

307.  66 

308.  63 
315.  58 
293.  70 

329.  00 

330.  55 

737.  75 
253.  00 
370.00 
239.56 

269.  77 


4,  240.  04 


Wbak  Roads  Acquired 


Therefore,  of  the  24,251.69  miles  included  in  these  130  acquisi- 
tions, 19,186.12  miles  were  included  in  23  acquisitions  of  Class  I 
roads,  leaving  5,065.57  miles  of  Class  II  and  Class  III  roads  in  the 
107  acquisitions  covering  those  classes.  ^ 

Of  the  46  Class  I  rairoads  referred  to  as  weak  Imes  m  Senator 
Cummins's  newspaper  article,  incorporated  in  the  pamphlet  "Rail- 
way Transportation  in  the  United  States"  (only  25  of  which  were 
independent  roads,  as  above  noted)  8  roads  have  been  acquired  by 


5t;iirs,  to  wit:  Cincinnati,  Indianapolis  &  Western  by  Baltimore  & 
Ohio,  1926;  Atlanta,  Birmingham  &  Atlantic  by  Atlantic  Coast 
Lines,  1927;  Kansas  City,  Mexico  &  Orient  by  Santa  Fe,  1928; 
Kansas  City,  Mexico  &  Orient  of  Texas  (subsidiary  of  above)  by 
Santa  Fe,  1928;  San  Antonio  &  Aransas  Pass  by  Southern  Pacific, 
1925  (Southern  Pacific  previously  guaranteed  obligations  and  paid 
interest,  hearings,  S.  1175,  p.  152);  San  Antonio,  Uvalde  &  Gulf  by 
Missouri  Pacific,  1925;  Louisiana  Railway  &  Navigation  Co.  by 
Louisiana  &  Arkansas  Railway  Co.,  1929;  Buffalo,  Rochester  & 
Pittsburgh  by  Baltimore  &  Ohio,  1930. 

Of  the  70  roads  listed  in  the  hearings  on  S.  1870  as  earning  less 
than  3  per  cent  for  the  years  1922,  1923,  1924,  one  independent  road 
in  addition  to  the  eight  above,  is  included  in  the  acquisitions  of  con- 
trol above  listed,  to  wit,  Ann  Arbor  Railroad  Co.  acquired  by 
Wabash,  1925. 

Of  the  30  roads  listed  as  earning  more  than  3  per  cent,  but  less 
than  4  per  cent,  6  are  included:  Carolina,  Clinchfield  &  Ohio,  by 
Atlantic  Coast  Line,  1924;  El  Paso  &  Southwestern,  by  Southern 
Pacific,  1924;  Texas  &  Pacific,  hj  Missouri  Pacific,  1924;  Buffalo  & 
Susquehanna,  by  Baltimore  &  Ohio,  1930;  Duluth  &  Iron  Range,  by 
Duluth,  Missabe  &  Northern,  1930;  New  Orleans  Great  Northern, 
by  Gulf,  Mobile  &  Northern,  1930. 

In  other  words,  out  of  the  Class  I  roads  classified  by  Senator 
Cummins  as  weak  by  showing  of  earnings  for  1922,  1923,  and  1924, 
15,  including  the  El  Paso  Southwestern  System  and  the  Texas 
Pacific,  each  of  which  earned  over  4  per  cent  in  1924,  the  Clinchfield, 
with  an  average  return  of  3.90  for  the  3  years,  and  the  Duluth  & 
Iron  Range,  which  earned  an  average  of  5.67  per  cent  for  the  3 
years  prior  to  its  acquisition,  are  included  in  the  151  roads  acquired 
since  the  effective  date  of  the  transportation  act. 

HAVE  ACQUISITIONS  ACCOMPLISHED  ANTICIPATED  BENEFITS? 

Statistics  of  Roads  Acquired  Since  1920  Not  Sufficient  as 

Basis  for  Conclusion 

No  conclusion  can  be  reached  by  an  examination  of  statistics  as  to 
the  effects  of  consoUdation  upon  roads  classified  as  weak",  control  of 
which  has  been  acquired  by  larger  systems,  either  because  of  indi- 
vidual conditions,  or  because  of  the  brief  time  of  operation  since 
acquisition,  or  because  since  acquisition,  separate  returns  have  not 
been  made,  the  earnings  of  the  acquired  roads  being  included  in  the 
reports  of  the  acquiring  system.  The  last  situation  exists  with  the 
Cincinnati,  Indianapohs  &  Western,  the  San  Antonio  &  Aransas 
Pass,  the  Kansas  City,  Mexico  &  Orient,  the  Kansas  City,  Mexico 
&  Orient  of  Texas;  and  the  Louisiana  Railway  &  Navigation  Co, 
While  the  Ann  Arbor  shows  an  increase  of  return  and  a  decrease  in 
expense  ratio  after  acquisition,  the  Atlanta,  Birmingham  &  Atlantic 
shows  a  continued  deficit  and  a  continued  excessive  expense  ratio, 
and  the  San  Antonio,  Uvalde  &  Gulf  shows  no  particular  change. 
The  Kansas  City,  Mexico  &  Orient  and  Kansas  City,  Mexico  & 
Orient  of  Texas  show  a  remarkable  increase  in  earning  power  and  an 
extraordinary  decrease  in  expense  ratio  in  1928  after  acquisition  by 
the  Santa  Fe  (p.  113). 


BABiBOAB  OOMSOIiIDATIOlfS  AMD  HBTIFIOATIOMS 


An  examination  of  tlie  statemente  of  these  two  roads  (Statistics  of 
Bittlways  of  tlio  United  States,  I.  C.  C.  1028)  shows  that  the  large 
•4mmBBm  in  expenses  in  1928  came  from  credits  to  the  operating 
expense  aueonnts,  particulajly  maintenance,  required  by  the  com- 
^elon.  Whfle  the  revenues  lor  1927  exceeded  Siose  of  1928,  in  the 
mm  of  tie  Texas  company,  by  over  a  million  doUars,  the  1927  state- 
ment shows  a  return  of  only  3.46  per  cent  while  the  1928  return  shows 
24.7  per  cent,  and  the  expense  ratio  drops  from  81.9  per  cent  to  45.4 
pel*  cent. 

liAses  Expense  Eatios  of  Wbak  Eoads  Indicate  Probable 

Lack  of  Econom'T 

In  the  tabulations  above  is  given  a  statement  of  the  ratio  of  ex- 
penses of  operation  to  revenues  for  these  weak  roads  which  have  been 
acquired. 

ft  will  be  noted  that  the  roads  in  question  all  had  a  high  ratio  of 
operating  expenses  to  revenues,  indicating  that  probably  lack  of 
economy  in  management  had  some  considerable  effect  on  the  rate  of 
return,. 

No  Sufficient  Statistics  as  to  Roads  Eabning  Between  3  and  4 

Per  Cent  foe  1922-1924 

As  to  the  acquisitions  of  roads  listed  by  Senator  Cummins  as  earn- 
ing more  than  3  per  cent  but  less  than  4  per  cent,  no  definite  conclu- 
sion can  be  drawn  from  the  statistics.  Of  the  6  such  acquisitions,  3 
were  in  1930;  there  are  no  reports  on  tlie  El  Paso  <fe  Southwestern  since 
its  lease  by  tne  Southern  Pacific  in  1924;  the  Clinchfield  shows  a  slight 
increase  of  return  since  its  acquisition  and  the  Texas  and  Pacific  quite 
a  considerable  increase  (p.  116). 

San  Antonio  Uvalde  &  Gulf  and  Obient  Benefit  by  Acauisi- 

TIONS 

It  has  been  stated  on  page  125  that  the  San  Antonio,  Uvalde  &  Gulf 
shows  no  particular  change.  This  is  true  so  far  as  the  statistics  are 
concerned.  However,  by  reference  to  the  testimony  of  Mr.  Ful- 
bright,  it  will  be  noted  tnat  the  acquisition  by  the  Missouri  Pacific 
was  of  great  benefit  to  the  people  along  the  hne  of  this  road  in  the 
way  of  service.  This  is  also  probably  true  so  far  as  the  Kansas  City, 
M'ttxico  &  Orient  is  concerned. 

Class  I  Roads  Not  Classed  by  Senatoe  Cummins  as  Weak 
AcQUiBiD  SiNCi  1920  Show  no  Increase  of  Return 

Fallowing  is  a  comparative  statement  of  rates  of  return  earned  by 
Class  I  roads  included  in  acquisitions  of  control  since  1921,  not  classed 
as  weak  in  the  tables  offerea  at  the  hearings  on  S.  1870.  The  Central 
Pacific,  previously  controlled  by  the  Southern  Pacific,  the  Buffalo, 
Rochester  &  Pittsburgh,  which  was  acquired  in  1930,  and  the  Chicago, 
Terre  Haute  &  Southeastern,  acquired  m  1921,  are  not  included,  there 
being  no  basis  for  comparison;  and  the  Alabama  &  Yicksburg  and 
Victobnrg,  Shreveport  &  Pacific  are  omitted  because  of  their  having 
been  learad  and  no  separate  reports  having  been  made. 
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International  <fe  Great  Northern  by  New  Orleans,  Texas  &  Mexico,  1924  (Mis- 
souri Pacific) - — 

Pere  Marquette  by  Chesapeake  &  Ohio,  1928  (average  return  3  years  prior  to  ac- 
quisition, 6.12) — - - 

New  Orleans,  Texas  &  Mexico  by  Missouri  Pacific,  1924 

Oulf  &  Ship  Island  by  Illinois  Central,  1925 


Average  re- 
turn 1922, 
1923,  and 
1924 


Per  cent 
4.41 

5.02 
6.79 
4.78. 


Average  re- 
turn 1927, 
1928,  and 
1929 


Per  cent 
3.90 


(I) 


coe 

3.66 


1  Deficit. 


The  onhr  remaining  Class  I  road  acquired  is  the  Denver  &  Kio 
Grande  Western,  a  half  interest  in  which  was  obtained  by  the  Mis- 
souri Pacific  in  1924,  the  stock  having  been  previously  owned  by  the 
Western  Pacific: 

Average  return  1922,  1923,  and  1924 — 1.  99 

Average  return  1927.  1928,  and  1929 3.  32 

Increased  Rate   of  Return  Missouri  Pacific  System  Since 

Acquisitions 

The  foregoing  figures  illustrate  the  difiSculty  of  reaching  a  conclusion 
by  taking  the  statistics  of  but  a  few  roads.  It  will  be  noted  that  the 
International  Great  Northern  and  New  Orleans,  Texas  &  Mexico, 
which  became  parts  of  the  Missouri  Pacific  system  in  1924,  show  a 
shrinkage  in  rate  of  return,  while  the  Texas  &  Pacific,  acquired  by 
the  same  system  in  the  same  year,  shows  an  increase  of  return  (p.  116). 

The  Missouri  Pacific  system  has  been  largely  built  up  since  1920, 
and  a  comparison  of  earnings  of  the  roads  now  constituting  that 
system,  individually  and  considered  as  groups  before  and  since  the 
building  up  of  the  system,  m.B.j  be  of  m teres t.  While  it  may  not 
accurately  represent  the  situation  as  it  would  exist  in  case  of  a 
true  consolidation  or  merger,  since  some  economies  which  might  be 
effected  under  such  a  consolidation  or  merger  possibly  could  not  be 
accomplished,  it  must  be  assumed  that  every  effort  would  be  made 
to  effect  all  economies  possible  and  to  reap  the  maximum  of  benefits 
claimed  for  consolidation  programs. 

There  has  been  prepared  by  the  bureau  of  statistics  of  the  Inter- 
state Commerce  Commission  a  complete  statement  with  reference  to 
the  investment,  net  railway  operating  income,  and  rate  of  return  of 
the  roads  now  constituting  the  Missouri  Pacific  system  for  the  years 
1922,  1923,  1924,  1927,  1928,  and  1929.  The  date  mentioned  is 
shown  as  to  each  road,  as  to  the  two  systems  incorporated  within  the 
Missouri  Pacific  system,  and  as  to  the  system  as  a  whole. 

Small  discrepancies  between  the  rates  of  return  shown  by  these 
tables  and  those  used  elsewhere  herein  taken  from  the  complete  state- 
ment 1921-1929  attached  to  this  report,  are  due  to  the  fact  that  the 
complete  table  includes  as  a  part  of  investment  for  the  years  1923- 
1929,  inclusive,  cash  and  materials  and  supplies,  while  the  tables  as 
to  the  Missouri  Pacific  system  cover  only  investment  in  road  and 
equipment.  However,  since  the  same  basis  is  used  for  all  years  in 
these  tables,  the  differences  are  immaterial. 
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Summarized,  these  tables  show  the  followiiig  average  returns  for 

the  periods  used  as  a  basis  of  comparison  in  this  report: 


"Nmr  Ortens,  Texas  &  Mexico  system 

Veias  A  Pacific  system 

Missouri.  Piiclfic  R.  R , 

latin  M.i8sourl  Pacific  system.. 


Average 

return, 

1922-1924 


5.77 
3.63 
2.72 
a36 


Average 

return, 

1927-1929 


3.97 
6.01 
4.13 
4.27 


From  this  statement  it  appears  that  while  the  Gulf  Coast  System 
shows  a  drop  in  earnings  the  increase  in  the  return  of  the  Texas  & 
Mexico  and  of  the  Missouri  Pacific  Railroad  Co.  has  been  sufficient 
to  raise  the  return  for  the  whole  sjrstem  from  3.36  to  4.27  per  cent. 

Attention  should  be  directed  to  the  fact  that  the  Missouri  Pacific 
Sjretem  as  built  up  since  1920  was  developed  by  the  acquisition  of 
systems  which  were  stronger  than  the  acquiring  system,  and  not  bv 
tL  acquisition  of  weak  roads.  This  fact  was  noted  by  Mr.  Cain  of 
the  American  Short  Line  Railroad  Association  in  his  testimony, 
referred  to  at  page  74  supra. 

FoMowing  are  the  tables  prepared  by  the  commission: 

j4ffe«lf«  rate  of  return  of  roads  now  mimiiitding  the  Missouri  Pacific  system,  with 
iepamte  rdurm  for  the  New  (Mmm,  Texas  &  Mexico,  and  Texas  &  Pacific 
groups  of  that  system,  years  l§Mj  IMS,  1924,  i^^"^,  1928,  and  1929 


New  Orleans,  Texas  &  Mexico  group 


Name  of  raid 


li22 


Investment 
tn  rmd  and 
equipment 

(aocouots 
701  and  702) 

including 
leaofdaad 
proprietary 
companies 


Net  railway' 

operating 

income 


New  Orleanfl,  Texas  &  Mexico  By. 

Co.t , 

Asherton  <Sr  Gulf  Ry.  C0'.» 

Asphalt  Belt  Ry .  Co.* 

Beaamont,  Sour  Lake  &  Western 

Ry.  Co ,. 

Houston  &  Braios  Valley  Ry.  Co.«-_ 
International    &    Great   Northern 

R.  R.  Ci'O.* 

New  Iberia  &.  Northern  R.  R.  Co... 

Onmae'  &  Northirestern  R,  R.  Co 

MIo  Grande  City  Ry.  Co.« 

fit.  Louis,  Brownsville  <fe  Mexico  Ry. 
San  Antonio  Southern  Ry.  CoJ_-.,.. 
San  Antonio,  Uvalde  «&  Gulf  R,,E. 

Co.» ., 

Ban  Benito  &,  Rio  Grande  VaUer 

Ry.  Co 

Land  Ry.  Co,*—... --.- 


$18,211,441 
371,482 


3,  W^  076 
1,031,084 

40.662,086 

tSfi  iJUIfi  ilv 

1,24%  623 


Total n272,l»7       4,222,680 


16,393,066 
313,841 

6,673,802 

Jif. 'IMllif  I'lfil' 

03%  573 


1023 


Rate  of 

return 

(per 

cent) 


Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

including 
leased  and 
proprietary 
companies 


|l,34iJ)67 
13,846 


263,608 
•3,364 

•1,318,389 

»  29, 731 

6i702 


1,142,882 
20,662 

7,269 

10, 710 
6%  121 


7.38 
3.73 


7.63 


3.24 
5.18 


6.97 
9.43 

.13 

.66 
6.40 


4. 68 


$18, 613, 886 
372,618 


3,379,409 
1,184,470 

42,  221, 673 
3, 056, 003 
1,235,974 


16,568.842 
337.883 

5,744,955 

1, 108, 531 
906,507 


Net  railway 

operating 

income 


Rate  of 

return 

(per 

cent) 


$1, 176, 275 
861 


362,274 
«14,84i 

2, 176, 504 

•  170, 823 

6.559 


94,823,351 


1,905,563 
30, 938 

117,264 

18,090 
60.874 


6.32 

.23 


10.72 


5.15 


.53 


5.669,535 


11.50 
9.16 

2.(M 

1.  63:,] 

6. 10 


5.93 


1  Ooatrol  acquired  by  Missouri  Pacific,  purchase  of  stock,  Dec.  8, 1924. 

*  Control  acquired  by  Nov  Orleans,  Texas  &  Mexico,  purchase  of  stock,  1926. 

*  Coutmcted,  1996. 

•  Control  acquired  by  New  Orleans,  Texas  &.  Mexico,  purchase  of  stock,  1024. 
■  Beflcit. 

•  Represents  return  of  Intematioaal  ft  Great  Northern  Ry.  Co.  for  11  months  ended  Nov.  30, 1922,  and 
of  International  k  Great  Northern  B.  E.  Co.  for  the  month  of  December,  1922. 

'  Control  acquired  by  New  Orleans,  Texts  ft  Mexico,  purchase'  of  stock,  1927. 
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Average  rate  of  return  of  roads  now  constituting  the  Missouri  Pacific  system,  with 
separate  returns  for  the  New  Orleaes,  Texas  &  Mexico,  and  Texas  &  Pacific 
groups  of  that  system,  years  1922, 192S,  1924, 1927, 192S,  and  1929— Coniimxed. 


Name  of  road 


New  Orleans,  Texas  ft  Mexico  By. 

Co -. 

Asherton  ft  Gulf  Ry.  Co 

Asphalt  Belt  Ry.  Co......™--— . 

Beaumont.  Sour  Lake  ft  Western 

Ry.  Co - 

Houston  ft  Brazos  Valley  Ry.  Co... 
International  ft   Great    Northern 

By.  Co. ......„—. 

New  Iberia  ft  Northern  B.  B.  Co... 
Orange  ft  Northwestern  B.  B.  Co... 
Rio  Grande  City  Ry.  Co...— ...... 

St.  Louis,  Brownsville  ft  Mexico  Ry. 
San  Antonio  Southern  Ry.  Co...... 

San  Antonio,  Uvalde  ft  Gulf  B.  B. 

Co -— . 

San  Benito  ft  Bio  Grande  Valley 

By.  Co -. 

Sugar  Land  By.  Co ■ 


New  Orleans,  Texas  ft  Mexico  group 


1024 


Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

including 

leased  and 
proprietary 

companies 


$18,344,273 
301,445 


3.460,826 
1.833,096 

45,136,803 
3,130.087 
1,241,243 


Total. 


New  Orleans,  Texas  ft  Mexico  Ry. 

Co 

Asherton  ft  Gulf  Ry.  Co 

Asphalt  Belt  Ry.  Co - 

Beaumont,  Sour  Lake  &  Western 

Ry.Co 

Houston  &  Brazos  Valley  Ry.  Co.. 
International  ft  Great  Northern  Ry. 

Co 

New  Iberia  ft  Northern  R.  R.  Co- 
Orange  &  Northwestern  R.  R.  Co.. 

Rio  Grande  City  Ry.  Co 

St.  Louis,  Brownsville  &  Mexico  Ry 

San  Antonio  Southern  Ry.  Co 

San  Antonio,  Uvalde  &.  Gulf  R.  R. 

Co - 

San  Benito  &  Rio  Grande  Valley 

Ry.  Co 

Sugar  Land  Ry.  Co 

Total 


16,940,227 
350,163 

6,015,500 

1, 100, 177 
1,086,165 


98,940,805 


Net  railway 

operating 

income 


$1,368,349 
2,743 


410, 144 
29,046 

2,572,280 

U43,404 

110,500 


2, 177, 108 
27.687 

140,761 

45,006 
56,003 


Rate  of 

return 

(per 

cent) 


7.46 
.70 


11.82 
L68 

6.70 


6,675.123 


12.85 
7.01 

2.38 

4.00 
5. 16 


6.75 


1928 


$19,376,296 
387. 928 
363,440 

5,974,260 

1, 812, 117 

56, 876,  685 

3, 412. 199 

1, 286,  242 

364,320 

26, 912.  689 

363,963 

6, 495. 838 

2, 262, 083 
935, 822 


126, 823. 782 


$921, 710 
8,680 
0,279 

69, 818 
05.480 

2,627,076 

1  130, 872 

1  42,  503 

43,342 

1, 994, 796 

85 

169, 341 

1  15, 799 
47,854 


5, 798, 296 


4.76 
2.24 
2.55 

1.17 
5.27 

4.62 


1027 


Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

including 
leased  and 
proprietary 
companies 


Net  railway 

operating 

income 


$10,104,137 
374.000 
340.009 

6.651.828 
1.805.236 

65,085,067 

3,292.959 

1,261.664 

360.119 

26,765.394 

354.063 

6.332.470 

1.886,776 
060,606 


122.586,015 


$801,883 

131.617 

10,818 

167,180 
16.066 

2,178,180 

1274,041 

116,740 

3,632 

1.682,780 

22,774 

06.020 

153.746 

58,646 


3.943.  s(l4 


Rate  of 

return 

(per 

cent) 


1020 


11.90 

7.41 

.02 

2.61 


5.11 


4.57 


$10,801,805 
400,956 
459, 678 

6,424,161 
1,827,620 

58,263,897 

3,424,042 

1, 308, 948 

369, 371 

28,826,450 

377, 177 

6, 948. 219 

2, 466, 676 
963,036 


131,961,036 


$1,022,464 

130.866 

11,916 

161, 346 
00.203 

2,266.944 

1 157, 221 

111,800 

17,682 

1.984,096 

27. 701 

27,114 

12,474 
25.415 


5, 441, 510 


1  Deficit. 


1.68 

"m 

8.t8 


.08 
6.68 
6.43 

1.60 


6.00 


8.2S 


6.14 

"i'so 

2.51 
6.43 

3.80 


4.79 
6.88 

7.34 

.39 


2.64 


4.12 
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JMfiip  rilii  nf  ftliirn  0/  rm$i9  fww  consuming  the  Missouri  Padfic  system,  with 
#lMrifi'  rttmm  f»  Urn  Mm  Orhms,  Texas  A  Mexico,  and  Texas  &  Pacific 
iptmtm  of  Hot  If *in,  porii  If tf ,  tms,  im^,  Wf7,  IMS,  and  i^«f— Continued. 


Tens  it  Pacific  group 

1022' 

1023 

Mameofnad: 

InYestment 
in  road  and 
'equipment 

(accounts 
M  and  702) 

taeiiKtinff 
leased  and 
proprietary 
companies 

Netrailwaf 

opeiatiag 

moome 

Bate  Of 

fttum 

(Ptr 

cent) 

Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

including 
leased  and 
proprietary 
companies 

Net  railway 

operating 

Income 

Rate 

return 

(P» 

cent) 

•Tiias  Ik  Paeillo  Ry.  C«.».,..„ 

AMaM  #  Sontliem  Ej.  Co.» 

0|M:  *  NortlMMBtin  By,  Co.* 

'IMiiilacm  ^  Padio  StiBurbsn  Ry.  Co. 

ftooi  Viiey  Skmtliera  Ry.  Co.» 

mum  mam  mm  Ry.  C4« 

Weatliiiwd,    Min*itl    Welb    A. 
Korlhweiteni  By.  Co 

1127,717,728 

i,mls8 

i,»0^321 

StJS 

942,080 

18. 120, 473 

50,181 

8%  610 

■80,274 

■5,452 
7,4U 

0,081 

184 
438 
2.35 

.74 

1182, 807,  ns 

1,171023 

1,487,188 

229.272 

401,530 

304.193 

957,fltt 

15,237,088 
01880 
55,586 
■11236 
11,9100 
■1,294 

4,473 

495 
437 
8.74 

""l43 

.47 

Total-... , 

132. most    \m,wm 

2.79 

187,230.834 

4354909 

8.90 

lOM 

1927 

Tiwi  4r  Paciflo  Ry.  Co 

AUlaae^SiiiMlMniliir.  Co 

€IM»' A  W«lllle«itir«' fiy.  Co 

'I)eiilMii*''9Mii0'fiiilMirtei  Ry.  On. 

.nDll•▼illW'.'ltolltll•fll^By.  Co 

VaiMtliiirtUiW'.By.  Co 

WWIiiirfwi.    Xiaeval    weOs    A 
Ifortliii«iSliBi.  .By.  Co 

1134684,184 

l..I»ii.ll4 

1.4ll8fc8» 

2W,»4 

ia0h.8oo 

168.410 

14801,011 

"M,llf 
708 

474 

27, 146 

4.M 
4.67 
130 

.38 
1.48 

.15 

182 

1155,774824 
787,717 
l,8,'i3,722 
264.672 
494,959 
301545 

1. 765. 707 

14  407. 809 

139, 766 

17.575 

■13.402 

» 4  215 

11316 

119, 987 

4.17 
17.74 

.95 

""To? 

4  80 

Tlital 

141,805,828 

5.928,781 

4.19 

161  245  146 

<t   7A7   ROA 

4  2ft 

1928 

1920 

'TiOMi  ii.^9mim  Ry.  Co 

AUiiw  %.  'Siutliera  .By.  Co 

Claoo  «  Nertlieasteni  By.  Co.. 

BtDiWB  *  Padflo^SalMrJMm  Ry.  Co. 

.Peeos  Yalliy':iOTittem  Ry.  Co 

Tens-Miw  Miitoo  Ry.  Co 

Itll|."ll7, 410 

705,085 

2^001,013 

1I1,..M8 

800^381 

110,440,475 

94580 

8,253 

84703 

•14  750 

417 

11.39 

.28 

1494 

1180,042,082 

824,401 

4020.817 

284000  , 
508,060  1 
1,065,056 
279,150 

1,750.358 

$4774388 
94779 

•14970 
81015 
■  9, 776 
74494 

•43,079 

66,912 

188 

11.62 

....„-- 

6.'77 

Tens  aitirt^  line  Ry.  Co— 

Veatherlnnl.    Mlnenil    Wells    k 
Kiirtiiiiisteni  Ry.  Co 

288^485 
1,755,628 

•4134 
81,271 

4.03 

482 

liitl....... 

174 '041^.101 

14024,417 

401 

187,804204 

4004758 

479 

J  Control  aoquimd  by  Miasonri  Pacific,  piiictiase  of  stock,  1924. 
>  Control  acqiiind  by  Tens  A  Padfic,  purchase  of  stock,  1927. 

*  Defldl. 

*  Oonlwl  .aequtied  by  Teias  4  Pacific,  porohase  of  stock.  1920. 

*1JIII01C. 
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Average  rate  of  return  of  roads  now  constituting  ths  Missouri  Pacific  system,  w^ 
separate  returns  for  the  New  Orleans,  Texas  dfe  Mexico,  and  Texas  &  Pacific 
groups  of  that  system,  years  1922,  192S,  1924, 1927, 1928,  and  1929— Continued 


Name  of  road 


Other  roads  in  Missouri  Pacific  system 


1922 


Missouri  Padfic  R.  R.  Co 

New  Orleans  &  Lower  Coast  R.  R. 

Co.' - 

Missouri-Illinois  R.  R.  Co.* 

Mississippi  River  &  Bonne  Terre 

Ry.> - 

Marion  &  Eastern  R.  R.  Co.* 

Wabash,  Chester  &  Western  R.  R. 

Co.« 

Total,  Missouri  Pacific  system. 


Missouri  Pacific  R.  R.  Co 

New  Orleans  &  Lower  Coast  R.  R. 

Co 

Missouri-Illinois  R.  R.  Co 

Mississippi  River  &  Bonne  Terre 

Ry ■ 

Marion  &  Eastern  R.  R.  Co 

Wabash,  Chester  &  Western  R.  R. 

Co 


Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

induding 
leased  and 
proprietary 

companies 


$385, 758. 166 

623,914 
3,159,067 

3.836,2p3 
448.261 

1364,913 


Net  railway 

operating 

income 


620. 742. 642 


$8,247,035 

20,671 
115,486 

199.914 
■437 

■  194, 263 


Rate  of 

return 

(per 

cent) 


14301,975 


114 

3.31 
3.66 

5.21 


1923 


Investment 
in  road  and 
equipment 

(accounts 
701  and  702) 

induding 
leased  and 
proprietary 
companies 


$398,702,693 

623,914 
4350,859 

3,829,754 
401260 

1493,746 


Net  railway 

operating 

income 


163 


1924 


$417,631,612 

625, 225 
4455,154 

4809,307 
546, 752 

1 494, 399 


Total,  Missouri  Pacific  system. 


668,818,172 


$14817,584 

11013 
194068 

214667 
» 23, 674 

■74430 


28,737,982 


4  79 

1.92 
4  59 

469 


641.526,401 


$8,894246 

7,169 
190,231 

174542 
4,303 

•74,096 


Rate  of 

retnmi 

(per 

cent) 


20,^5,239 


123 

L18 
408 

461 
.06 


416 


1927 


$484319.931 

759,959 
4653,253 

4744544 

520,812 

1523,121 


430 


779,356,781 


$14899.498 

■380,301 
204266 

195, 449 
18, 157 

■40,609 


27,604860 


440 


460 

4  21 
7  448 


4M 


1928 


Missouri  Padfic  R.  R.  Co ,$600.604916 

New  Orleans  &  Lower  Coast  R.  R. 

Co  I         881.066 

Missouri-Illinois  R.  B.  Co |     4831324 

Mississippi  River  &  Bonne  Terre 

Rv.:.. -—I     4744905 

Wabash  Chester  &  Western  R.  R. 

Co 1623,121 


Total,  Missouri  Pacific  system. 


814  444  217 


$21, 347, 536 

■  64235 
227,460 

214184 

•.•14746 


34128.913 


426 


5.94 
4  69 


1920 


$529,944050 

1,131,740 
7,604558 


$34554185 

194773 
611755 


4  68 


854354278 


34414435 


411 


481 


450 


I  Control  acquired  by  Missouri  Pacific,  purchase  of  stock,  1927. 
>  Control  acquired  by  Missouri  Pacific,  purchase  of  stock,  1929. 
»  Control  acquh-ed  by  Missouri-Illinois  R.  R.  Co.,  purchase  of  stock,  1929. 

*  Control  acquired  by  Missouri  Pacific,  purchase  of  stock,  1926. 
■  Defidt 

*  Control  acquked  by  Chester  &  Mount  Vernon  (subsidiary  of  Missouri  Pacific).  April,  1928. 
T  Represents  rate  of  return  for  2  months  ended  Feb.  28, 1927. 

*  Defidt.  .  _ 
■•  •  Represents  return  for  period  Jan.  1  to  Apr.  12, 1928. 

Comparative  Progress  of  Independent  and  Subsidiary  Roads 

Reference  has  already  been  made  to  the  comparative  progress  of 
roads  which  were  subsidiaries  of  larger  systems  and  of  independent 
roads  between  1922,  1923,  and  1924  and  1927,  1928,  and  1929  (pp. 
114-116). 


IviS 


.BAILEOAD'  CONSOMBATIO'irS  AND  UN'IFICATIO'NS 


BAHiROAD  OONSOLIDATIOlfS  AND  UNIFICATIONS 


133 


Do  Labgb^  Systems  Eabn  Gbeatbe  Return  or  Operate  More 

Efficiently  Because  of  Size? 

In  the  concurring  opinion  of  Commissioner  Eastman  on  the  con- 
solidation plan,  he  sets  forth  the  comparative  earnings  of  certain 
larger  and  smaler  systems,  as  a  refutation  of  the  argument  that  it  is 
necessaiy  for  a  system  to  he  as  large  as  another  in  order  to  compete 
effectively  with  it.  The  figures  given  in  the  opinion  and  based  upon 
commission  valuations  are  for  a  3-year  period  ending  December  31, 
1927.  Following  is  a  aimiar  comparison  based  upon  the  investments 
reported  by  the  railroads  for  the  period  1927,  1928,  and  1929. 

(In  Older  to  further  illustrate  the  difference  in  rate  of  return  which 
may  be  shown  if  valuation  be  taken  instead  of  the  carriers'  figures 
as  to  mvestment,  the  figures  given  by  Commissioner  Eastman  as  to 
rates  of  return  upon  basic  valuations  of  the  commission,  brought  up 
to  date  by  net  additions  and  betterments  since  valuation  dates,  are 
iret  shown;  next  the  average  for  the  same  period,  1925, 1926,  and  1927, 
using  the  rates  of  return  based  on  investment  or  book  value,  and 
inally  the  average  rates  of  return  for  1927, 1928,  and  1929,  based  also 
on  book  value.) 


llIMM]. 


PunnsylTanln ... 

Mmr  York  0«itna I-,1III"IIIIIIIII"II"! 

'CmttttviMmrJmmy .— .«. 

Ittiigb  Vail}  J 

'IMmfmm,  tmdamwam  &  Westorii l.IIII" 

:B«ltliiM»  it  Ohio 

Watoasli, , 

WaBtarm  Maryland., , 

BawHng.. . 

Miikfll  Plat©  (New  York,  CMcago'i  St.  Loiils)' 


Average 

Average 

Mllaap 

1925-1927 

1925-1027 

oomnilssioii 

book 

valuation 

vatne 

l(\4(Mi72 

477 

451 

6>«1.72 

4.06 

485 

mksz 

408 

441 

i,j<i3.«e 

&.U 

4  71 

905.82 

&22 

&12 

li,  637.60 

6w36 

5.21 

2;  5%  20 

6.72 

419 

861 M 

6.75 

3181 

1,  irn.  76 

7.70 

5.22 

i,6eaM 

7.73 

487 

Average 

1927-1928 

book 

value 


477 
436 
487 
5.09 
106 

439 


It  wil  be  seen,  even  using  book  value,  that  the  roads  of  shorter 
mieage  compare  more  than  favorably  with  the  larger  systems. 
However,  a  very^  marked  discrepancy  is  to  be  noted  between  the  two 
methods  of  %uring  return,  especially  in  the  cases  of  the  Wabash,  the 

Reading,  the  Western  Maryland,  and  the  Nickel  Plate,  and  to  some 
wctent^in  the  case  of  the  Baltimore  &  Ohio. 

•  ,Ii8:ting  the  same  roads  in  order  of  mileage,  we  find  the  ratio  of 
operatin ;  expenses  to  revenues  does  not  decrease  in  proportion  to  the 
size  of  the  road  or  system.  The  average  ratios  for  the  years  1927-1929 
are  as^  follows: 


Ifieano 


Bemsyl  vania 

M ew  York  Central .  . . 
Baltiinon  A  O'Mo. . . . 

WilMrii-, 

Ifflckel  Plate 

Iiablgli  Vaiey. 


10.466.72 

6^911,72 
4 '637. 60' 
2,52420^ 

If  363. 68 


Batio 


7420' 
76.09 
7403 

f '4U  'OH 
#  jlii  '''!i''9 

76.29 


Bmding 

Dataware,    Lackawanna,    & 

Wflitern .. .. 

Western  Maryland 

Cantral  of  New  Jersey 


Mileage 


1. 140. 76 

005.82 
862.14 

69a  52 


Batio 


77.80 

71.05 
67.88 
73.01 


Little  Fall  in  Katio  General  Expense  to  Revenues  After 

Revenues  Reach  $50,000,000 

Doctor  Lorenz,  of  the  Interstate  Commerce  Commission,  has  pre- 
pared a  table  and  chart  comparing  general  expenses  of  the  larger 
Class  I  carriers  with  revenues,  for  the  year  1929.  It  wOl  be  noted 
from  this  table  and  chart  that  there  is  not  much  fall  in  the  ratio  of 
general  expenses  to  railway  operating  revenues  after  the  revenues  pass 
about  $50,000,000  annuaUy. 

General  expenses  of  Class  I  steam  railways  in  relation  to  rail  line,  and  water  line 
transportation  expenses  and  to  total  railway  operating  revenues,  for  the  year  ended 
December  SI,  1929 


Name  of  railway  or  system 


(a) 


Pennsylvania  system 

New  York  Central  lines 

Southern  Pacific  system 

Santa  Fe  system 

Atlantic  Coast  Line  system 

Baltimore  &  Ohio  system 

Missouri  Pacific  system 

Union  Pacific  system 

Illinois  Central  system 

Southern  system _ 

Burlington  Boute 

Chicago  &  North  Western  system 

Chicago,  MUwaukee,  St.  Paul  &  Pacific  B.  B.  Co.... 

Reading  system 

New  Haven  system — 

Chesapeake  &  Ohio  system — 

Rock  Island  system 

Erie  system - — 

Great  Northern  By.  Co 

Norfolk  &  Western  Ry.  Co - 

Northern  Pacific  By.  Co — 

Frisco  lines - 

Wabash  system.- - - 

Delaware,  Lackawanna  &  Western  B.  B.  Co .— 

Boston  &  Maine  B.  B 

Lehigh  Valley  B.  B.  Co 

Canadian  Pacific  system 

Seaboard  Air  Line  By.  Co 

New  York,  Chicago  &  St.  Louis  B.  B.  Co.. 

Missouri-Kansas-Texas  lines 

Canadian  National  system 

Pere  Marquette  By.  Co 

Delaware  &  Hudson  Co 

Denver  &  Bio  Grande  Western  B.  B.  Co 

Chicago  &  Alton  B.  B.  Co 

Elgin,  Joliet  &  Eastern  By.  Co — 

St.  Louis  Southwestern  lines - 

Chicago  Great  Western  B.  B.  Co 

Chicago  &  Eastern  Illinois  By.  Co 

Kansas  City  Southern  system 

Wheeling  &  Lake  Erie  By.  Co 

Duluth,  Missabe  &  Northern  By.  Co 

Maine  Central  B.  B.  Co 

Virginian  By.  Co 

Western  Maryland  By.  Co 

Chicago,  Indianapolis  &  Louisville  By.  Co 

Bessemer  &  Lake  Erie  B.  B.  Co 

Buffalo,  Bochester  &  Pittsburgh  By.  Co 

Western  Pacific  B.  R.  Co 

Minneapolis  &  St.  Louis  B.  R.  Co 

Detroit,  Toledo  &  Ironton  B.  B.  Co -' 

Florida  East  Coast  By.  Co - 

Richmond,  Fredericksburg  &  Potomac  B.  B.  Co 

Spokane.  Portland  &  Seattle  By.  Co 

Bangor  &  Aroostook  B.  B.  Co 

Norfolk  Southern  B.  B.  Co 


Trans- 

General 

portation 
expenses. 

Bailwa  y 
operating 

Per  cent 

Percent 

expenses 
(millions) 

rail  and 

water 

(millions) 

revenues 

(millions) 

Cb)  of  (c) 

(b)  of  (d) 

(b) 

(c) 

(d) 

(e) 

(f) 

$20.8 

$255. 3 

$734.  5 

8.15 

2.83 

17.3 

213.6 

623.5 

8.11 

178 

1L8 

105.6 

317.2 

11.20 

3.73 

6.7 

773.8 

270.6 

9.08 

2.48 

8.7 

86.9 

254.8 

10.06 

3.43 

8.5 

84.2 

248.1 

10.03 

3. 41 

8.0 

73.6 

222.9 

10.82 

3.67 

8.6 

64.0 

221. 3 

13.37 

3.87 

6.3 

74.9 

209.0 

8.37 

3.00 

6.4 

6S.5 

204.4 

9.76 

3.13 

5.5 

60.6 

189.3 

9.14 

2.93 

5.6 

68.3 

182.0 

8.23 

3.  OB 

4.6 

60.5 

171.4 

7.68 

2.71 

4.3 

69.7 

159.3 

7.17 

2.68 

4.4 

48.7 

154.7 

9.04 

2.86 

4.1 

37.9 

150.7 

10.88 

2.74 

4.4 

52.1 

147.7 

8.36 

2.95 

4.4 

50.2 

135.8 

8.85 

3.27 

2.8 

38.4 

125.9 

7.26 

2.21 

2.9 

25.9 

117.6 

11.27 

2. 48 

3.1 

32.3 

96.5 

9.67 

3.24 

3.0 

28.9 

88.2 

10.31 

3.38 

2.9 

30.4 

82.9 

9.50 

3.48 

2.1 

3L6 

81.7 

6.73 

2.60 

2.6 

27.0 

78.5 

9.79 

3.37 

L8 

28.5 

7L7 

6.22 

2.47 

L8 

22.0 

59.7 

8.01 

2.06 

2.1 

20.2 

58.2 

10.63 

3.60 

L6 

19.5 

66.4 

8.20 

2.83 

2.1 

16.1 

66.0 

12.77 

3.68 

L7 

19.2 

5L1 

8.65 

3.26 

L5 

15.9 

48.5 

9.55 

3.13 

2.0 

14.7 

41.4 

13.33 

4.74 

1.1 

10.2 

34.8 

10.73 

3.15 

.7 

10.4 

26.7 

7.04 

2.56 

.7 

9.3 

26.4 

7.32 

2.66 

L2 

8.1 

25.9 

15.03 

4.68 

.7 

10.3 

25.8 

6.89 

2.74 

.9 

9.4 

25.4 

9.12 

3.36 

12 

6.2 

22.0 

18.88 

6.31 

.6 

6.0 

21.3 

9.64 

2.72 

.3 

3.4 

20.6 

10.14 

1.66 

.« 

7.4 

2a3 

8.38 

3.06 

.4 

3.9 

19.9 

9.99 

L96 

.6 

5.0 

19.0 

10.09 

2.63 

.4 

6.3 

18.1 

7.05 

2.47 

.5 

3.9 

17.1 

11.63 

2.64 

.5 

6.4 

17.8 

8.27 

2.97 

.6 

6.1 

17.7 

9.83 

3.37 

.6 

6.5 

14.7 

8.68 

3.81 

.4 

3.5 

14.1 

11.12 

2.78 

.6 

3.8 

13.4 

14.45 

4.12 

.4 

3.9 

1L8 

n.22 

3.69 

.3 

2.8 

9.4 

10.53 

3.12 

.3 

2.0 

8.1 

16.48 

3.96 

.3 

3.0 

8.1 

11.26 

4.22 
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'<?iiMr|il'  mc§mmm  oi  CImm  I  ^mm'^f9Siimy»  in  r^kdion  to  rail  h'ne,  and  water  line 
irmmptwiidiim  mprnwrn  tmi  tit  Mai  mtlt&a^  operating  revmiueSf  for  the  year  ended 

Duccififter  SI,  1M9 — Continued 


Nnii«  of  'railws J  or  ssrBtain. 


(•) 


.Kmiteliiiia  A  AiteiiaMi^  Ey.  Oo 

:CJiill,  Mobilii  4c  Northera^  M.  R.  Co 

MoncngiiMa  Ry.  Co 

D'uluth  A  Iron  Rang©  R.  R.  Co 

Illinois  Termtoal  Co 

Rutland  R.  R.  Co 

L«Mgh  St  New  E,Bflimd  R.  R.  Co 

Detroit  &  Toledo  Shore  Line  R.  R..  Co 

Fitt«.l»r|li,  *  West  Virginia.  Ry.  Co.... 

Denver  it  Salt  Lake  Rj.  Co... 

Akron.,  Canton  A  Yomnptoire  R j.  Co 

Kansas,  OIkboma  It  Gulf  Ry.  Co., .-.. 

Midland  Valley  R.  R.  Co 

Tennasai©;  Central  Ry.  Co 

Hew  Orlaans  Great  Northern  R.  R.  Co 

Lake  Superior  4  Ishpominf  R,  R.  Co . , 

Chicafo  4  Illinois  Midland  By.  Co 

New  York  Coonecttof  E.  R.  Co 

Trinity  4  Biraios  Valley  Ry.  Co 

Lehigh  A  Ho,daon  RiyerRy.  Co 

Montour  R.  R.  Co , 

Toledo,  Peoria  &  Western  R .  R 

Utah  Ry.  CO' ,..., , , 

Owen  Bay  *  Western  B.  B.  Co , 

Columbus  &  OreenTille  By.  Co.... ,. 

Miwouri  A  North  Arkansas'  Ry .  Co 

Pittsburg,  Shawmut  A  Northern  R.  R.  Co.... 

Buflalo  A  Susquahanna  R.  R.  Corporation 

O'eorpia  A  Florida  R.  R 

.Mississippi  Central  R,  B.  Co 

Detroit  4  M:ackfnac  Ry.  Co 

Fort  Smith  A  Western  Ry.  Co.. 

Pittsburg*  Shawmut  R.  R.  Co.. 

Teiaa  Meiioin  Ry;  Co , 

Nevada  Northern  Ry.  Co , 

Ban  Diego  A  Ariiona  Ry.  Co , 

Wichita  Palls  A  Southern  R.  R.  Co... 

Ulster  A  Delaware  R.  R.  Co 

Louisiaua  Railway  A  Navigation  Co.  of  Teatas.. 
B^ingham  A  O'arfleM  Ry.  Co 

First  32  roads  or  systems 

Second  32  roads  or  systems ,.,.., , 

Third  32  roads  or  systems, , , , 


Genaral 

expenses 
(miBions) 


(b) 


Total. 


las 

• '% 

A 

«3 
.4 

.2 
.2 

•  P 

.8 

.2 
.'2 
.1 

■  *. 

.  '3' 

.1 

t  It 
« jt 
.02 
.1 
.1 

•  .1' 

.00 

A 
A 
.1 

A 
A 

'•    Ml 

A 
A 
A 

A 

.m 
.w 
.1 
.1 


Trans* 

portation 

•ameoses, 

rail  and 

water 
(millions) 

(0) 


12.3 

13 
1.9 
1.7 
2.4 
2. 3 
1.8 
1.2 
.9 

a  O 

.» 

w  'U 

•  V 
1.2 
I.O 

.7 
.9 

•  S 
LO 

.9 
*S 

•  a 

•  % 
.T 
.T 

m 

.  6 

•  6 

•  / 

.8 
.5 

.4 
.  S 
.1 
.8 

•  S 
,B 
.5 
.1 


Railway 
operating 
revenues 
(millions) 


m 


172.4 
17.9 

3.5 


1,801.5 

168.2 

20.2 


193.8        2, 079.9 


17.9 
7.6 
7.4 
7.8 

7.2 
0.3 
5.1 
4.9 
47 
40 
3.8 
3.7 
3.6 
3. 3 
3. 3 
3.1 
3. 1 
8(0 
*•  o 
2.6 
2.4 

211 
2.0 
1.9 
1.9 

!•  fj 

1.8 
1.7 
1.6 
1.6 
1.6 
1.5 
1.3 
1.3 
1.3 
1.1 
1.1 
1.1 
.6 


Percent 

(b)  of  (c) 


(•) 


Peroent 
(b)  of  (d) 


(f) 


5,670.0 

596. 4 
73.1 


6. 279. 5 


12. 19 
15.83 

7.22 
17.01 
ia25 

8. 80 
11.35 
22.00 
34  41 
2&87 
23.24 
16.47 
15.42 
13.86 
H-  67 
14  59 
24  80 

4  71 

Xt*     sat 

13.57 
1.5. 17 
1.1  41 
13.15 
5.20 
21.60 
14  43 
13.42 
17.08 
15.04 
23.14 
15.52 
17.  24 
21.07 
19.  74 

mm.   Um. 

14  89 

9.45 

14  19 

42.38 


9.12 
10. 67 
17.33 


9.32 


3.60 
4  70 
1.81 
3.97 
6.12 
3.27 
3.94 
5. 38 
6.21 
412 
5.68 
3.63 
3.88 
4  86 
4  41 
S.O'i 
6.98 
70 
22 
57 
60 

m 


2.79 
1.90 
7.26 
6.42 
428 
6.19 
6.12 
6.08 
4  73 
5.57 
6.22 
7.08 
4  60 
8.22 
418 
4  51 
6.02 
9.92 


3.04 
3.35 

4  78 


3.09 
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EFFECTS  OF  SHORT-HAUL  PROVISIONS  IN  CASES  OP  CONSOLIDA- 
TION—THROUGH ROUTES 

Section  15,  paragraphs  3  and  4  of  the  interstate  commerce  act, 
dealing  with  the  estabUshment  of  through  routes  and  joint  rates,  pro- 
vides in  substance  that  the  commission  may  estabhsh  through  routes 
but  can  not  require  any  railroad,  without  its  consent,  to  embrace 
in  such  route  (except  in  certain  instances  not  here  material)  sub- 
stantially less  than  its  entire  length  (including  intermediate  raihx)ads 
operated  in  conjunction  with  it  and  under  a  common  management 
for  control),  providing  the  latter  route  is  not  unreasonably  long. 

Commissioner  Eastman: 

Question  op  Power  op  Commission  to  Require  Existing  Routes 

Kept  Open 

Commissioner  Eastman  at  the  hearing  on  S.  1870  (p.  53)  called 

attention  to  this  provision  and  to  the  possible  comphcations  which 

might  arise  in  connection  with  consolidations  by  reason  of  it.     He  said : 

"I  have  in  mind  at  this  point  the  question  of  our  power  to 

require  existing  routes  to  be  kept  open.     Now,  that  question 

arose  at  the  hearings  in  New  England  on  the  consolidation  plan,. 

which  I  attended.    There  was  considerable  controversy  in  regard 

to  it.     The  shippers  of  New  England  are  very  jealous  of  their 

present  opportunity  to  ship  to  and  from  the  West  over  a  great 

number  of  different  routes,  and  it  was  urged  that  if  the  New 

England  lines  were  consolidated  with  certain  trunk  lines  a  good 

many  of  those  routes  would  be  closed.     The  reply  was  made 

that  they  could  be  kept  open  by  condition  attached  to  any  grant 

of  approval  of  such  a  consolidation.     Then,  the  pomt  was  made" 

that  such  a  conHition  mip^ht  not  be  lawful,  because  there  is- 
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anotlier  proiriflioii  in  th©  law  wHch  prohibits  the  short  hauling 
of  a  carrier,  anil  siich  a  condition  would  result  in  short  hauling. 
The  point  was  that  we  would  not  have  power  to  attach  a  condi- 
tion which  ran  counter  to^  some  other  provision  of  the  act. 

"Now,  I  think  myself  that  it  is  worthy  of  a  ^eat  deal  of  con- 
sideration as  to  whether  or  not  that  provision  m  the  law  which 
prohibits  the  short  hauling  of  a  carrier  should  be  continued. 
The  railroads,  I  think,  regard  that  provision  as  a  sort  of  a  vested 
right,  but  80'  far  as  I  have  been  able  to  ascertain  it  is  merely  a 
legislative  right  granted  by  statute,  and  it  has  already  been 
taken  away^  m  the  case  of  the  establishment  of  routes  between 
rail,  and  water  lines." 

Chairm.an  McManamy: 

CONSOMDATIONS  WILL  BBSULT  IN  CIRCUITOUS  HAULS 

Chairman  McManamy^,  of  the  Interstate  Commerce  Commission. 
in  his  concurring  opinion  in  re  the  complete  plan  of  consolidation,  said 

in  this  regard:  ,     .      , 

"Maintaining  existing  routes  and  channels  of  trade  is  the 
second  major  requirement.    Any  consolidation  necessarily,  to  a 
certam  extent,  closes  some  routes  but  some  of  the  consolidations 
here  proposed  will  close  innumerable  routes.     The  law  gives  each 
earner  the  right  to  the  long  haul.    For  many  years  this  has  been 
construed  as  applying  only  to  traffic  in  possession  of  a  carrier. 
The  Supreme  Court  in  the  Subiaco  case  (278  U.  S.  269)  broadens 
this  construction  and  makes  it  apply  to  all  routes  which  short 
haul  a  carrier.    Under  this  construction  some  of  the  consolida- 
tions here  proposed  will  result  in  the  circuitous  hauling  of  traffic 
to  an  extent  that  will  probably  offset  all  of  the  benefits  which 
might  otherwise  result."' 
In  his  testimony  before  this  committee  at  the  hearings  on  S.  J.  Res. 
161  Chairman  McManamy  elaborated  this  statement  and  offered  an 
exhibit  showing  the  number  of  other  routes  closed  or  changed,  or  pro- 
posed to  be  closed  or  changed,  after  the  acquisition  of  control  of  the 
feanaas  City,  Meidco  &prient  by  the  Santa  Fe.    He  said: 

"We  have  made  or  authorized  acquisitions  which,  in  effect, 
are  consolidations,  and  under  the  right  of  the  carriers  to  the  long 
haul,  particularly  under  the  Supreme  Court  decision  in  the 
Subiaco  case,  which  is  found  at  278  United  States  269,  the 
carriers  may  close  direct  routes  and  open  indirect  routes  in  order 
to  protect  themselves  in  getting  the  long  haul.  As  a  matter  of 
fact,  that  is  what  they  are  doing.  I  have  in  mind  here  a  condi- 
tion which  was  developed  on  one  of  the  lines  which  were  allowed 
to  consolidate.  We  have  hero  on  the  left  of  this  statement 
(K.  C,  M.  &  O.  and  Santa  Fe)  155  direct  routes  that  have  been 
closed  to  protect  the  long  haul.  And  we  have  on  the  other  side 
a  number  of  new  routes  giving  that  long  haul,  which  are  very 
much  longer;  that  is,  they  cloeed  the  short  route  and  kept  open 


the  long  one.    For  instance,  here  is  one  case  where  a  route  of 
371  miles  is  closed  and  one  of  410  miles  is  opened. 

*  ♦  «  *         '       #  t  « 

"Senator  Brookhart.  Does  the  table  to  which  you  rofer  show 
all  the  places  in  the  United  States  where  the  shorter  routes  have 
been  closed  and  the  traffic  turned  to  the  longer  routes? 

"Commissioner  McManamy.  No,  sir;  it  only  shows  it  with 
reference  to  one  line. 

"Senator  Brookhart.     One  line  of  railroad? 

"Commissioner  McManamy.  Yes,  sir.  These  tariffs  were 
filed  by  the  one  road,  so  it  would  get  a  longer  haul. 

"The  Chairman.  Would  not  that  result  when  you  come  to 
adjust  the  rates,  the  haul  being  longer  over  the  longer  route  than 
the  shorter,  that  it  maintains  rates  that  are  higher? 

"  Commissioner  McManamy.  Yes ;  when  we  come  to  adjust  the 
rates,  we  can  consider  that.  But  it  certainly  costs  more,  tr^c 
conditions  being  equal,  to  haul  a  car  of  freight  200  miles  than  to 
haul  it  100  miles. 

"The  Chairman.  So  that  these  short  routes  having  been 
closed  and  more  circuitous  routes  having  been  adopted,  in  fact, 
it  maintains  a  higher  rate? 

"Commissioner  McManamy.  Yes;  that  is  true.  Here  is  what 
I  think  with  respect  to  it:  Certainly,  we  are  advised  that  there 
may  be  shorter  routes  which  are  made  possible  by  consolidation. 
We  do  not  know,  imtil  after  the  consolidations  are  brought  about, 
how  many  longer  routes  are  going  to  be  put  in  to  protect  the 
long  haul.     There  are  two  sides  to  the  question. 

"The  Chairman.  Is  there  any  provision  in  the  law  whereby 
jrou  can  have  that  settled  in  advance,  as  to  the  amount  of  compe- 
tition? 

"Commissioner  McManamy.  No,  sir;  I  do  not  know  of  any. 
In  fact,  I  think  the  law,  read  in  the  light  of  the  Supreme  Court 
decision,  gives  the  carrier  the  right  to  do  just  what  I  refer  to." 

Alton  C.  Dustin: 

small  road  suffers  from  closing  of  routes 

In  a  statement  filed  with  the  committee  at  the  hearings  on  Senate 
Joint  Resolution  161,  by  Alton  C.  Dustin,  president  of  the  Fort 
Smith  &  Western  Eailroad  Co.,  a  short  and  weak  line,  he  stated  with 
reference  to  the  effect  of  the  Santa  Fe  acquisition  of  the  Orient  of 
short  lines  in  that  section,  page  96 : 

"Several  mergers  of  railroads  have  already  taken  place  in  the 
southwestern  part  of  the  United  States  and  each  one  necessarily 
adversely  affects  us  and  every  other  short  line  in  that  section. 
As  an  illustration:  Prior  to  the  time  the  Santa  Fe  Railroad  was 
permitted  to  acquire  the  Orient  Railroad  there  was  shipped 
approximately  1,000  carloads  of  railroad  ties  annually  from  the 
eastern  part  of  our  line  to  the  Orient  Railroad.  Our  revenues  on 
this  busmess  were  about  $40,000  per  annum.  With  the  merger 
of  the  Orient  fine  with  the  Santa  Fe  this  business  disappeared. 
We  experienced  the  same  thing  growing  out  of  a  recent  acquisition 
bv  the  Midland  VaJley  Railroad.    For  some  years  the  Midland 
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Valley  Railroad  has  controlled  tlie  Kansas  City,  Oklalioiiia  & 
Gulf  RttliU'td.  Ow  intercliaiig©  bwsiii^es  was  very  considerable. 
Recently  tlie  Miiland  Vaiev  acquired  the  line  running  from 
Oklihonia  City  to  Ada,  Okla.  Our  interchange  business  has 
now  disappeared.    I  could  give  other  instances." 


I 


Dr.  HowABD  C.  KiBo: 


ADVANTAGES  OF  OPEN  GATEWAYS 

In  Ms  study  of  railroad  consolidations  in  the  State  of  Pennsylvania, 

to  which  more  complete  reference  will  be  made  in  another  portion 
of  Ais  report.  Dr.  Howard  C.  Kidd  discusses  the  long-haul  policy 
and  its  possible  effect  in  cases  of  consoUdation,  with  special  reference 

to  the  "proposed  aoquimtion  of  the  Reading  by  the  B.  k  0. 

Calhng  attention  to  the  present  open  gateway  policy  of  the  Reading 

nil  Mk^i^ii  * 

"The  mere  eidstence  of  physical  connections  between  the 
Reading  aud  other  railroads  does  not  of  itself  ksure  the  compe- 
tition of  these  lines  for  traffic  of  which  the  Reading  is  either  the 
originating. or  the  delivering  carrier.  It  is  necessary  to  couple 
this  physical  element  with  a  rate  poicy  under  which  tradic  will 
move. 

"Rates  may  be  divided  into  two  classes— local  and  joint  or 
ilfough.  For  movements  of  freight  beyond  the  lines  of  an 
oftginatmg  carrier,  the  rate  charged  may  be  the  sum  of  local 
rates,  or  it  may  be  the  through  rate. 

"The  through  rate  is  lower  than  the  sum  of  the  local  rates.  It 
folO'WS,  therefore,  that  if  traffic  moves  via  some  junction  points 
on  the  basis  of  a  through  or  joint  rate,  and  via  others  on  the 
basis  of  the  sum  of  local  rates,  it  mil  not  be  long  until  the  latter 
gateways  become  practically  closed.  Out  of  thw  situation  arise 
the 'tenns,  'open  gateways'  .and  'closed  gateways.' 

"If  a  raih'oad  maintains  open  gateways  with  all  its  connecting 
earners,  it  is  obvious  that  they  are  in  a  position  to  compete  for 
traffic  that  is  destined  to  their  own  territory  or  to  the  territories 
that  they  roach  indirectly  tlirough  connections.  On  the  other 
hand,  the  limitation  of  open  gateways  automatically  restricts 
'the  element  of  competition  so  far  as.  connecting  lines  are  con- 
cerned, and  forces  traffic  to  move  over  definite  routes.* 

"The  maintenance  of  open  gateways  is  therefore  a  factor  of 
prime  unportance  in  determinmg  the  effectiveness'  of  railroad 
competition. 


PBB8ENT  ADVANTAOIS  OPEN  OATBWAY8  ON  RBADINO 

"The  •dis.tinctive  feature  of  Re^ading  poicy  is  the  maintenance 

of  open  gateways  via  all,  connecting  c^arriers. 

**♦♦♦»♦ 

"The  poicy  of  maintaining  open  gateways  not  only  affects 
the  movement  of  traffic  from  and  to  the  territory  of  the  connec- 
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tions  of  the  Reading,  but  its  iniuence  also  extends  to  distant 
points  that  are  only  indirectly  connected  with  tho  Reading.  As 
an  example  of  the  flexibiUty  of  routing  which  Reading  chente 
enjoy,  a  shipper  located  at  Reading,  Pa.,  has  an  option  of  322 
routes  over  which  through  rates  are  quoted  m  consigning  freight 

to  Peoria,  111.^  ^ .,.  .      ,.  .    ^        j 

"It  is  apparent  that  the  abihty  to  route  shipments  to  and 
from  the  West  over  such  roads  as  the  Baltimore  &  Ohio,  the 
New  York  Central,  the  Erie,  the  Pennsylvania,  the  Delaware, 
Lackawanna  &  Western,  the  Lehigh  Valley,  and  the  Western 
Maryland  insures  from  each  carrier  high  quality  of  service. 
♦  ♦♦♦*** 

"The  competition  that  the  Reading  offers  its  shippers  is  due 
to  its  physical  connections  with  other  carriers,  and  especially  to 
its  poicy  of  maintaining  open  gateways, 

WILL  THE  BALTIMOBE  A  OHIO  MAINTAIN  OPEN  GATEWAYS  IN  CASE  OF 

CONSOLIDATION? 

"Will  these  faciUties  for  routing  be  maintained  if  the  Reading 
is  merged  in  the  Baltimore  &  Ohio?  Phrased  in  another  way, 
the  important  question  is:  Would  the  shipper  located  in  Reading 
territory  have  the  same  opportunity  to  route  and  receive  freight 
over  the  connecting  lines  which  he  now  enjoys,  if  the  Reading 
were  consoidated  with  the  Baltimore  &  Okmt 

«  m  *  ♦  *  ♦     ^  * 

"The  long  haul  is  a  traffic  policy  that  rests  upon  the  business 
interests  of  the  carriers,  and  upon  the  approval  of  law. 

"A  railroad,  Hke  every  other  business  enterprise,  is  primarily 
interested  in  maldng  net  profits.  Its  profits  are  based  on  reve- 
nues, and  its  revenues  come  from  hauling  freight. 

"Naturally  a  railroad  keeps  tonnage  entirely  on  its  own  tracks 
from  the  point  of  origin  to  destination  if  it  is  at  all  possible, 
because  in  this  way  it  receives  all  the  revenue  from  the  haul.  If 
tonnage  must  be  turned  over  to  a  connection  to  make  dekvery, 
the  oi^inating  carrier  is  anxious  to  carry  it  as  great  a  proportion 
of  the  distance  as  possible,  thereby  securing  the  greater  propor- 
tion of  the  revenue.  The  attempt  of  earners  to  participate  m 
the  lai^st  possible  proportion  of  the  distance  a  shipment  moves 
is  known  as  the  policy  of  the  long  haul. 

"No  railroad  wants  to  be  short  hauled  any  more  than  a  mer- 
chant desires  a  customer  to  patronize  a  competitor.  So  long  as 
there  are  open  gateways,  however,  the  shipper,  because  of  his 
right  to  route  freight  any  way  he  pleases,  can  compel  a  railroad 

to  be  short  hauled.  -    .  ,       v      f 

"If  open  gateways  exist,  the  power  to  route  freight,  therefore, 

makes  the  shipper  the  dictator  of  railroad  competition." 
Discusshig  generally  the  long-haul  policy,  he  says: 

"Important  interpretations  of  this  section  of  the  interstate 

commerce  act  have  been  made  by  the  United  States  Supreme 

Court  and  the  commission. 


as 
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"The  court,  in  th©  Subiaco  case/  held  that  pretec'tbn  against 
being  short  hauled  appliw  not  only  to  an  originating  railroad,  or 

'One  with  freight  in  its  poaseesion,  but  also  to  intermediate  and 
delivering  carriers.  Thia  ificiiion  of  the  United  States  Supreme 
Court  greatly  strengthens  the  carriers  .in,  their  efforts  to  protect 
their  long  haul. 

**It  is  significant  that  the  Interstate  Commerce  Commission 
■interprets  this  decision  as^  one  that  'is  likely  to  result  in  substan- 
tial  nullification  in,  many  instances  of  a  statutory  provision  of 
.great  im:portance  to  .shippers    *    *    */ 

H^l  iflP  '^/^  ^F  ^F  ■'V  ^P 

"The  long  haul  is  such  an  accepted  railroad  practice,  and  is 
■SO'  well,  recognized  .in  law.,  that  if  the  enlarged  Baltimo.re  &  Ohio 
system,  did  not  attempt  to  bring  this  policy  into  play  in  Heading 
territorj^  it  would  be  violating  a  sound  business  principle.    In 
bringing  it  into  play,  however,  the  Baltimore  &  Ohio  might  run 
counter  to  the  interests  of  the  shippers  in  Reading  territory  who 
now  enjoy  competitive  routing..    Assimiing  a  clash  of  interests, 
which  side  would  prevail?"' 
.After  a  discussion  as  to  the  probability  not  only  that  the  B.  &  0. 
m  a  matter  of  business  policy  would  keep  open  the  existing  gateways 
md  routes,  but  that  the  commission  would  undoubtedly  insist  upon 
ioch  an  agreement  as  a  'Condition  of  acqui.sition,  and  then  quoting  the 
views  of  students  of  traffic  upon  the  subject  of  the  possibility  of  closed 
ateways  in  cme  of  consolidation.,  inclucfing  the  foUowing  statement  of 
!!ommi.ssi.oner  Eastman  in  the  .Pere  Marquette  case  (138  I.  C  C.  543) : 
*■*  Following  the  acquisi.tion.  of  the  .Pere  Marquette  the  routes  via 
that  line  will  at  least  he  .favored,  and  it  m.ay  be  that  various  other 
routes  more'  direct  and  convenient  will  be  closed  to  protect  the 
long  haul.     *    *    *    The  majority  say  that  they  understand  that 
existing  routes  will  be  maintained     *     *     *    but  there  .are  ways 
of  di«0'Uraging  the  movem.ent  of  traffic  over  routes  which  are  not 
favored.    It  is  a  mistake  to  assume  that  consolidation  or  acquisi- 
tions of  control  will  tend  to  promote  freedom  of  traffic  movement." 

.jDio  says  • 

"The  opinions  that  "have  been  expressed  in  this  chapter  in- 
dicate the  possibility  that  closing  existing  routes  and  channels  of 
trade  is  a  problem  of  such  sufficient  importance  as  to  throw 
doubt  upon  the  advisabiity  of  the  merger  of  the  Reading  with 
•any  trunk  line  system — " 
and  arri,ves  at  the  following'  final  concIu.sions: 

"1..  The  Reading  as  a  termin,al  line  now  offers  satisfactory 
competitive  'shipping^^  facilities.. 

"2..  These  'Competitive  facilities  would,  in  the  event  of  merger, 
undoubtedly  be  retained  for  the  present. 

"3.  Serious  doubts  exist  whether  the  business  interests  of  the 
Baltimore  &  Ohio  system  would  justify  the  permanent  mainte- 
nance of  existing  routes  and  channels  of  trade.  So  far  as  com- 
p«titioD  is  concerned^  the  shippers  in  Reading  territory  would, 
therefore,  be  sacrificmg  a  certainty  for  an  uncertainty  if  the 
merger  were  effected." 

s  .178  U.  8.  M. 
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Intbbstate  Commerce  Commission: 


.X4'X. 


SHIPPER  NOT  DISPOSED   TO   SHORT  HAUL  LINE   ON   WHICH   SHIPMENTS 

ORIGINATE 

In  the  opinion  of  the  Interstate  Commerce  Commission  in  the 
matter  of  control  of  Central  California  Traction  Co.  (131  I.  C.  C. 
at  p.  135),  the  commission  says: 

"It  appears  that  irrespective  of  the  method  of  operation 
shippers  are  inclined  to  look  upon  the  line  of  a  controlled  com- 
pany as  a  route  of  the  company  which  exercises  the  control. 
The  shipper  is  not  disposed  to  short  haul  the  line  upon  which 
his  shipments  originated,  for  a  number  of  reasons.  It  is  known 
that  the  line  wants  the  business.  Rates  and  routes  being  equal 
the  obligation  is  felt  to  favor  the  line  upon  which  the  shipments 
originated;  it  is  apparently  understood  that  when  the  car  is 
ordered  from  the  originating  line  the  outbound  shipment  is  to  be 
routed  over  that  line;  and  as  has  been  suggested  in  the  record, 
even  if  the  privilege  of  ordering  cars  from  other  lines  were 
accorded  the  shippers,  continued  exercise  of  the  privilege  would 
be  resented  by  the  carrier  upon  which  the  initial  movement  would 
depend." 

EFFECTS  OP  CONSOLIDATIONS  ON  LABOR 

At  the  hearings  on  Senate  Joint  Resolution  161,  the  following 
representatives  of  railway  labor  organizations  appeared  and  testified, 
or  filed  statements,  in  support  of  that  resolution :  Hon.  William  N. 
Doak,  national  legislative  representative.  Brotherhood  of  Railroad 
Trainmen  (now  Secretary  of  Labor);  representatives  of  railroad 
brotherhoods  on  the  Reading  Co.  system  (statement);  C.  W.  Barlow, 
representing  Brotherhood  of  Railroad  Trainmen  on  the  Northern 
Pacific;  E.  C.  Bradley,  general  chairman  Brotherhood  of  Railroad 
Trainmen,  Great  Northern;  Donald  R.  Richberg,  representing  rail- 
way Labor  Executives'  Association;  F.  H.  Wilson,  representing  Order 
of  Railroad  Conductors  and  legislative  committee  of  Minnestoa. 

While  much  of  the  testimony  given  by  these  representatives  of 
railway  labor  dealt  with  the  proposed  Great  Northern  Pacific  con- 
solidation, they  also  gave  expression  to  their  views  with  reference  to 
consolidations  generally. 

William  N.  Doak  (hearings  S.  J.  Res.  161,  p.  241  et  seq.): 

"The  organized  railway  employees  have  not  the  slightest 
desire  to  stand  in  the  way  of  progress,  nor  do  they  wish  to  take 
any  action  that  is  not  in  the  direction  of  the  general  welfare  of 
the  public  at  large  but  at  the  present  time  we  are  confronted 
with  a  problem  which  makes  necessary  cooperation  and  con- 
certed action,  in  common  with  a  great  many  other  citizens,  in  an 
effort  to  prevent  what  we  believe  will  result  in  irreparable  injury 
not  only  to  the  railroad  men  but  to  certain  communities  and  in 
the  instant  case  to  large  sections  of  the  country.  If  the  general 
question  of  consolidation  is  to  be  judged  by  the  precedent  estab- 
hshed  by  the  merger  or  unification  of  the  Northern  Pacific-Great 
Northern  systems,  we  are  fearful  that  great  onslaughts  will  be 
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made  on  the  country  at  large,  which  may  have  far-reachine:  effect 
ott  the  railroad  men  and  the  several  commimities  involved. 

"In  considering  the  consolidation  of  railways  we  believe  that 
the  general  scheme  of  any  plan  had  as  its  object  the  building  up 
of  large  competing  systems,  the  unification  of  terminal  facihties 
IfM  taking  over  under  their  operation  the  small  unfortunate 
ineis  which  were  an  essential  part  of  the  general  transportation 
system,  thereby  affording  the  public  the  very  best  coordinated 
transportation  lines.  It  is  doubtful  whether  anyone  dreamed  of 
a  plan  of  consolidation  that  would  be  used  as  a  vehicle  to  stifle 
competition,  nor  could  anyone  ever  have  imagined  that  com- 
peting lines  serving  great  sections  of  the  country  would  be  con- 
solidated/' 
(From  resolution  of  Railway  Labor  Executives  Association.  March 
Si;i§3»:) 

"For  more  than  a  year  the  chief  executives  of  the  railway 
labor  organizations  have  been  considering  the  effect  of  railroad 
consolidations  upon  railroad  workers,  botn  as  employees  and  as 
a  substantial  part  of  the  general  public  dependent  upon  railroad 
transportation.  They  have  had  special  studies  made  of  the 
effects  of  consolidation  under  present  law  and  they  have  con- 
sidered carefully  legislation  now  pending  in  Congress  to  promote 
further  consolidations. 

.IiABOm     EXECUTIVES     CONVINCED     NO     PROTECTION     FOB     EMPLOYEES 
UNBEB   PRESENT  OR   PROPOSED    CONSOLIDATION   LEGISLATION 

"They  have  become  convinced,  that  neither  existing  law  nor 
any  measures  now  under  consideration  by  Congress  provide 
adequate  protection  for  the  interests  of  either  the  users  of  trans- 
portation service  or  the  employees  who  furnish  that  service. 
It  has  become  clear'  that  consolidation  legislation  is  being  sought 
largely  to  aid  financiers  and  promoters  to  merge  railroads  and 
bring  about  financial  reorganizations  highly  profitable  to  the 
mampulators  of  railroad  properties  but  of  doubtful  value  to  the 
public. 

EFFICIENCY  IMPAIRED   WITH  INCREASE  OF  SI£B 

"As  representatives  of  railway  labor,  we  know  that  economical, 
efficient  operation  becomes  more  difficult  as  a  railroad  system 
expands  bwond  the  effective  control  of  a  single  head.  We  know 
that  the  efficiency  of  management  is  distinctly  impaired  as  the 
size  of  a  property  increases  beyond  that  which  can  be  subjected 
to  the  constant  personal  supervision  of  a  single  management. 
We  also  know  that  practical  managers  do  not  approve  or  welcome 
consolidations  which  mean  the  ultimate  determination  of  policy 
by  persons  remote  geographically  and  remote  in  interest  from 
the  territory  served  ly  a  railroad! 

CHANGES  IN  TBANSPORTATION   INDUSTRY  INJURE  EMPLOYEES 

"As  representatives  of  railwa,y  labor,  we  have  also  watched  at 
close  hand  the  destructive  effects  upon  the  employees  ot  changes 

in  the  transportation  industry,  partly  the  result  of  programs  of 


efficiency  and  economy  and  partly  the  result  of  corporate 
policies  not  productive  of  efficiency  and  economy. 

"When  divisions  have  been  lengthened,  when  terminals  and 
other  facilities  have  been  moved  and  consolidated,  losses 
amounting  to  millions  of  dollars,  losses  of  employment  which 
nave  affected  over  200,000  employees,  and  losses  through  part- 
time  employment  which  have  affected  almost  all  railroad  em- 
ployees, have  been  brought  about  and  in  many  cases  the  public 
gain  has  been  questionable. 

"Those  huge  losses  of  railroad  employees  are  only  the  begin- 
ning of  widespread  public  injury.  Hundreds  of  communities 
along  the  lines  of  consolidating  railroad  suffer  irreparable  damage. 
When  railroad  workers  lose  their  earnings,  their  jobs,  and  their 
homes,  not  only  are  the  merchants  of  their  home  towns  deprived 
of  their  customers,  but  many  a  community  loses  its  primary  basis 
of  prosperity  as  a  shipping  and  distributing  center  of  railroad 
traffic.  There  should  be  some  real  assurance  of  public  benefit 
before  the  wholesale  disintegration  of  prosperous  cities  and 
towns  should  be  encoiffage  by  government. 

NO  ASSURANCE   IN   PRESENT   OR   PENDING   LEGISLATION   THAT  PUBLIC 

INTEREST   WILL   BE   PROTECTED 

"It  can  not  be  argued  by  any  well-informed  person  that  con- 
solidations of  railroads  are  necessarily  advantageous  to  the  public 
interest.  Yet  the  powers  which  have  been  conferred  upon  the 
Interstate  Commerce  Commission  and  which  it  is  proposed  to 
confer  in  any  pending  legislation,  fall  far  short  of  providing  any 
assurance  that  the  public  interest  will  be  protected  in  future 
consolidations.  Certainly  no  effort  whatsoever  has  been  made 
up  to  date  to  protect  the  ultimate  interests  of  the  railway  employ- 
ees in  these  consolidations  and  yet  the  future  efficiency  of  steam 
transportation  service  and  the  continuity  of  that  service  must 
depend  upon  preserving  the  good  will  and  efficient  cooperation  of 
1,750,000  employees  who  must  actually  do  the  work.     These  men 

are  entitled  to  have  their  interests  considered  and  safeguarded." 

*  *  •♦  *  *  ♦  % 

BELIEVE    LARGER    AMOUNT    OP    ECONOMIES    PALL    ON    SHOULDERS    OF 

EMPLOYEES 

(P.  249 :) 

"If  data  were  analyzed,  which  were  presented  to  the  Interstate 
Commerce  Commission  in  the  Northern  Pacific-Great  Northern 
case,  it  undoubtedly  will  be  found  that  by  far  the  larger  amount 
of  the  savings  which  it  is  alleged  will  accrue  under  that  unification 
plan  falls  directly  on  the  shoulders  of  the  railroad  employees. 
There  is  scarcely  an  economy  or  savings  specified  in  the  petition 
of  these  railway  companies  for  unification  that  is  not  based 
almost  wholly  on  labor  savings.  Therefore,  if  other  consolida- 
tions are  to  have  substantially  the  same  effect  on  the  employ- 
nient  situation  that  is  very  evident  m  this  particular  case,  then 
it  is  a  safe  assumption  that  labor  will  be  unitedly  opposed  to 
further  consohdations. 
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"If  consolidations  continue  to  augment  the  present  distressing 
iinemployment  situation  throughout  the  country,  we  may  with 
propriety  give  verj-  serious  consideration  to  this  feature  alone 
^  "III  1923  on  Class  I  steam  railways  in  the  United  States  report- 
ing to  the  Interstate  Commerce  Commission  gave  the  total  num- 
ber of  employees  at  1,879,770  and  their  total  compensation  at 
$3 ,043, 161, 1 63,  and  for  1929  the  number  of  employees  at  1 ,686,769 
and  the  total  compensation  paid  $2,940,868,690,  or  a  reduction 
of  193,001  in  the  number  of  employees  and  a  reduction  in  total 
compensation  of  $102,294,473." 

Dr.  HowABD  C.  Kidd: 

In  Ms  study  of  railroad  consolidations  in  Pennsvlvania,  to  which 
more  full  reference  is  made  later  in  this  study,  Doctor  Kidd  has  sum- 
mamed  the  views  of  raiway  labor  leaders,  not  only  as  regards  the 

proposed  leading-Baltimore  &  Ohio  nwrger,  but  as  to  the  poHcy  of 
consolidation  generaOy.    Some  of  these  views  have  just  been  quoted 
md  others,  .as  stated  by  Doctor  Kidd,  follow: 

''As  will  appear  presently,  labor  views  the  proposed  merger 
with  apprehension.  The  general  problem,  as  labor  sees  it,  has 
been  stated  by  the  editor  of  the  Railroad  Trainman  as  follows: 
Loss  ol  employment,  removal  of  homes  and  other  probable 
consecjuences  of  consolidation  facilities  *  *  *  may  result 
m  senous  and  perhaps  needless  injury  to  railroad  employees. 
Any  plan  of  consolidation  which  does  not  fully  take  into  con- 
sideration these  probable  residting  injmies  will  undoubtedly 
meet  mth  the  opposition  of  rairoad  employees." 
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''*It  is  apparent  that  railroad 
sees  jooming  on  its  hori,zon,  if 
possibiMty  of  unemployment,, 
dislocation  ol  its  social  "life. 


as  a  whole  believes  that  it 

merger  is  accomplished,  the 
of  Beniority,  and  a  general 


lHHHiCniON'  AFFOB.D,BD   BIIMjOYBES  IN   GBEAT  BKITAIN 

"In  Great  Britain,  at  the  time  when  120  railroads  were  con- 
sohdated  into  4,  labor  insisted  that  the  following  principle  bo 
included  in  the  railways  act:  That  every  permanent  employee 
be  assured  work  of  a  nature  and  grade  similar  to  that  to  which 
he  had  been  accustomed,  or  that  he  be  compensated  for  the  loss 
of  his  position. 

"Although  American  legislation  in  no  way  safeguards  rail- 
road labor  in  the  event  of  consolidation,  the  Senate  resolution  of 
May  23,  1930,  shows  that  one  branch  of  Congress  feels  that  the 

situation  calls  for  protection  of  railway  employees  similar  to  that 

enacted  by  the  British  Parliament. 

*  ♦  ♦  *  *  *  4t 

DANIEL   WILLAKD   FAVOBfi   Ii:BGIS:MTION   PKOTECTING   EMPLOYEES 

"'One  is  impressed  with  the  sense  of  human  values  possessed 
by^^Mr.  Daniel^  Wilard  and  his  associates  in  the  Baltimore  & 
Ohio.  If  decisions  of  general  poMcy  were  made  on  a  personal 
basis,  and  if  the  present  official  personnel  of  the  Baltimore  & 

Ohio  could  determine  future  poMcy,  we  are  convinced  that  in 


the  event  of  consolidation  labor  would  be  treated  with  the  utmost 
CO  nsi  Q.era  tio  n . 

"In  *^estimony  before  the  Senate  Committee  on  Interstate 
Commerce,!  Mr.  Willard  stated  that  he  favored  legislation  that 
would  protect  labor.  He  pointed  out  that  the  Baltimore  & 
umo  Has  68,000  employees.  Of  this  number  approximately 
750  die  annually,  and  an  equal  number  resign.  This  means  that 
every  five  years  7,500  men  leave  the  Baltimore  &  Ohio.  It  m 
Mr.  WiUard  s  idea  that  consohdation  would  not  require  any 
reduction  m  the  number  of  employees  exceeding  this  annual 
mortality.    Mr.  WiUard's  further  comment  is  as  follows: 

If  consolidation  came  about  and  we  found  that  it  was  possi- 
ble ♦  to  remove  a  large  number  of  men,  I  do  not  feel 
that  we  have  any  nght  to  do  that     *     *     *    after  they  hava 
devoted  their  Mves  to  the  service.     We  would  not  have  any  moral 
nght  to  throw  them  out  of  their  jobs  unless  we  could  ^ive  them 
something  else.     *     *     *    This  is  what  we  would  do  if  the  people 
were  not  too  insistent  upon  our  making  economies  more  rapidly. 
We  would  build  a  fence,  we  will  say,  around  the  property,  so  to* 
speak,  and  when  men  died  or  left  of  their  own  accord,  we  would 
not  hire  from  the  outside.     We  would  readjust  the  men  inside, 
and  certainly  in  five  or  eight  years  the  whole  thing  would  read- 
just Itself.     We  could  get  on  the  lower  employee  basis  with  no 
harm  having  been  done  to  anybody.' '' 

Daniel  Willard,  President  Baltimore  &  Ohio: 
Keference  has  been  made  in  the  quotations  from  Doctor  Kidd's 
study  to  the  statements  of  Mr.  Willard  at  the  hearings  on  Senate 

^iSLnn?^  '""I  ^^ V    9''^  *'''  ^'^'^  ^''^^^^''  quotations  from  the  same 
testimony  may  be  of  value. 

EIGHTY  PER  CENT  OF  ECONOMIES  OF  CONSOLIDATIONS  REPRESENTS 

LESS  WAGES  PAID  SOMEBODY 

''I  wanted  to  explain,  before  going  into  that— because  the 
matter  seemed  somewhat  in  doubtr-this  situation,  that  the  econ- 
omies to  be  reahzed  eventually  by  consohdation— and  I  believe 
tliere  wiU  be  very  substantial  economies- wiU  come  through 
making  it  unnecessaiy  to  provide  as  much  new  capital  as  mieht 
^  «fm/^^®  ^®  necessary.    That  is  one  economv. 

The  other  economies,  which  can  be  lumped  m  one  item,  are 
labor  and  material,  less  of  both  needed,  probably— particularly 
labor.  In  fact,  the  only  way  economies  can  be  made  to  any 
extent  in  railroad  service  is  by  the  use  of  fewer  employees,  and 
witb  that  would  always  go  the  use  of  some  less  labor.  Our  figures 
show  that  the  wages  paid  for  labor  constitute  about  60  per  cent 
ot  our  total  operatmg  expenses,  and  material  about  40  per  cent. 
It  IS  safe  to  say  that  of  that  material  probably  50  per  cent  repre- 
sents wages  paid  to  labor,  so  that  when  a  raUroad  reduces>»its 
operating  expenses  by  a  dollar,  it  is  a  safe  thought  that  80  per 
cent  of  that  represents  less  wages  being  paid  to  somebody. 


'  8.  J.  Res.  161,  Hearings  Apr.  18,  m(k 


-A'Wj' 
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"The  Chaieman.  So,  if  the  Great  Northern  and  the  Northern 
Pacific  consolidation  went  through  and  saved  110,000,000  a 
year,  as  one  of  their  nfficials  said,  $8,000,000  would  be  taken 
out  of  the  pockets  of  labor. 

"Mr.  WiLLAED.  That  would  be  a  logical  concUision  from  what 
I  have  just  said.  I  am  speaking  only  in  round  terms.  There 
may  be  some  other  matters,  but  those,  at  least,  would  be  the 
more  import>ant  matters. 

FAVOW    Ii;ismsi*ll¥101f    ailfII«AB    TO    THAT^  OF    ENGLISH    PARUAMENT 

"Wh  must  recognize  that  in  accomplishing  these  economies 
that  seem  to  have  been  thought  desirable  in  tne  public  interest, 
they  will  be  brought  about  largely  by  the  employment  of  fewer 
men,  and  that  certainly  does  present  a  problem  in  which  the  men 
hive  a  right  to  be  concemea.  As  has  been  stated,  I  have  ex- 
pressed my  views  on  that  on  different  occasions  and  I  have  said 
that  I  thought  it  would  only  he  fair  and  right  if  Congress,  in 
legislating  on  this  whole  matter,  pursued  action  somewhat  simi- 
lar to  that  taken  by  the  English  Farliament  in  connection  with 
their  amalgamation  act.  In  that  act,  in  round  terms,  it  was 
provided  that  men  who  had  been  in  the  employ  of  the  company 
lor  live  years  should  not  be  displnced,  and  should  not  be  reduced 
in  rank  or  in  compensation,  and  they  should  be  worked  around 
in  such  a  way  as  might  be  until  they  could  be  taken  care  of. 

Statistics  : 

An  examination  of  the  statistics  as  to  labor  employed  by  the  Class 
I  roads,  control  of  which  has  been  acquired  since  1920,  discloses 
nothing  of  value.  The  number  of  employees  often  varies  from  year 
to  year  dependent  upon  the  amount  of  maintenance  work  done,  and 
whether  done  by  contract  or  by  employees  of  the  railroad.  Follow- 
ing are  statistics  as  to  number  of  employees  and  total  wages  paid  in 
cases  of  roads  acquired  in  1927  or  earUer,  for  the  years  1925-1928, 
inclusive: 


▲hq  .li^lMir  B.  R.  Co.,  bf  Wfttatli,  Nov.  3. 1«95: 

Nmnliar  of  ©mployees. 

'TnW  wages, , - 

AtluUi,  BlnmioBtem  A  Atlantic,  by  Atlaatic  Coast 
'IJMi,  lull.  1.  WO: 

NimbwoiainptojPias-.. 

To'tal  waiw 

'""OiaiaUDa,  OUacbiilil  A  OUo*  by  Atlanfcio  Coast  lines,. 
1991: 

fiEinlMroC'fiiiptojais 

Totilwsgis,..,.-. .- 

'Qiitf  ^Jliiplklaiii, bj Illinois  Coatral,  Jtme  1, 19'25: 

"Mumbsroftinpofsos. , 

Total  waaaa , 

Jan  A.iitoo.io7UYalde  4  Qnlf,  by  M.|mrarl  Pa<dflc,  Hot. 
^  1925: 

Nombar  of  ei»pk*ye«s 

JHIlii'       lUi        'I*' 

itEtnbar  of  amplojees 


Inlinntioofii  A  Great  Nortbem,  by  H^iasotiri  Pacific, 
Jiiii.e  1%  im: 

.Nnnbf  r  ol  omployees 

TWalwafBs ..-.- ..- -... 

JWWBWP*"'  ' ' vWvHMpffillPli   '■■'•'''•■■■I'   ''li*'"   ■JHMwBWiiliiPirp    ■^Jr     Wfw^wlBHSnf9i§m w   •M^'WllHtll/mUHf' 

.Nuiobarofaniployeoa 

Total 'waiBB. .-- -- .--..-- .. 


192S 


1,M0 
$2,183^314 


2,818 


2..  087 
13.054*390 

1.21fi 
$1,662,360 


47'fS 
Jill  if  l'4t 

115, 61%  043 


4,034 
17,664,7119 


1,681 
12,616,632 


1926 


1,025 
|3;6li7M 


2.487 
$3,191,801 


1,932 

$%  775, 217 

1,878 

$2,309,422 


569 
$807,  £01 

10.937 
$15,430,968 


5,203 

$8,075,051 


1,862 

$3, 047,  ^296 


1927 


1,600 
$2,566,291 


2,884 
$3,035,880 


1,791 
$2,688,411 

1,813 

$1,006,626 


599 
$850,300 

11,510 

$16,386,235 


5,132 
$8,042,978 


1,806 
$3,119,«26 


1928 


1,585 
§1^631,823 

2,245 
$2,821,252 

1,667 
12,352,753 

1,277 
$1,627,996 

598 
$878, 123 

18,449 
$20^097,848 

5,201 
$8,283,666 

l,77i> 
$3,127,472 
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Railway  Employees: 

The  employees  of  the  Reading,  the  Northern  Pacific,  and  the  Great 

,^^!^&f?'''®^i*'*r''Tf¥''*'^°  ^^  ^^^  proposed  consoHdations 
£IoW-  .  V^f  ^^^  ^^ch  they  were  employed,  at  the  hearings  on 

f?or  stTcoSs"^^^^^^^         '  '^^^^"  ^^  "^^"^  -^^^^  ^^^^  -^-P^^^ 

N^^.'JI^vf^^  ^'  f  ^;^^s^^«ftifying  in  behalf  of  stockholders  of  the 
Northern  Pacific  and  Great  Northern  Railways  favoring  unification 

S.  J  rTs  Tei^""^  39of         "^  connection  as  follows  (hearings, 

ICONOMIES   TOO   6IIADITAL   TO   INJURIOUSLY  AFFECT   EMPLOYEES 

"I  want  to  come  now  to  the  labor  question:  Statements  of 
some  pereons  who  have  appeared  before  this  committee  have  had. 
1  think  the  effect  of  creating  the  impression  that  in  this  Northern 
racihc-lireat  Northern  case  the  representatives  of  the  Northern 
hnes  have  ignored  the  interests  of  labor  and  have  contemplated 
going  abiead  in  a  manner  senously  injurious  and  even  ruinous  to 
labor.    1  he  facts  are  altogether  otherwise.     In  the  hearings  in  the 
^ffu    K?^®.K  ®  Interstate  Commerce  Commission  the  president 
of  tHe  Worthern  Pacific  and  the  operating  vice  president  of  the 
Great  Northern,  testified  to  the  effect  that  a  period  of  several 
years  would  be  requu'ed  to  put  into  effect  the  economies  which 
are  contemplated— and  which  it  was  believed  would  affffreffate 
more  than  ten  miEions  of  dollars  per  year  when  all  of  them  were 
linaUy  put  into  effect;  and  they  further  testified  that  on  account 
^l    X  1^*^"*^  way  m  which  the  economies  would  be  put  into 
effect  the  opportumty  would  arise  and  would  be  availed  of  to 
brmg  about  such  reduction  in  labor  forces  as  might  come  through 
the  economies,  simply  by  omitting  to  fiU  vacancies  which  woidd 
be  caused  by  employees  leaving  the  service  for  natural  reasons 
and  that  there  would  be  no  general  or  wholesale  discharge  of 
employees.  ^ 

'  So  that  the  plan  from  the  outset  as  contemplated  has  been  a 
very  considerate  treatment  of  the  employees,  and  which  would 
prevent  the  consequences  which  I  tliink  were  pointed  out  bv 
vanous  representatives  of  labor  interests  before  this  committee." 

******* 

The  chairman  haying  asked  Mr.  Hines  whether  he  would  object  to 
the  commission  laymg  down  as  a  condition  of  the  consohdation  in 
question  that  there  should  be  no  reduction  of  staff,  after  some  coUo- 
quy,  the  witness  rephed  (p.  403): 

"As  I  have  aheady  indicated,  the  executives  of  the  raih-oads 
have  outlmed  what  they  purposed  doing,  and  I  can  not  imagine 
their  objecting  to  that  bemg  provided.  What  thev  have  out- 
lmed 1  thmk  is  a  considerate  and  reasonable  way  to  do  this  to 
let  the  turnover  take  care  of  it;  and  I  think  their  having  said 
that  they  would  stand  by  it. 

'^'Senator  Ha  WES.  You  would  be  wiUing  to  do  it? 
Mr.  HiNEs.  I  can  not  see  what  basis  we  would  have  of 
objectmg  to  it.    But  I  want  to  emphasize  that  the  reason  the 
matter  has  not  been  so  far  dealt  with  more  specifically  is  that 
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labor  has  not  come  before  the  commission.  The  wav  being 
available  for  labor  to  come  before  the  commission,  and  the  com- 
mission being  able  to  fully  protect  the  interests,  of  labor  under 
the  present  law,  it  would  seem  to  me  that  there  is  expressed  here 
a  very  unnecessary  alarm,  and  certainly  a  great  exaggeration  in 
the  statementfl  made  here  before  your  comiiittee  the  other  day. 

"Senator  Barilley.  If  I  understand  you,  General  Hines,  your 
pioflition  is  that  the  Interstate  Commerce  Commission  has  the 
right  and  the  power  now  to  make  as  a  condition  to  this  consoli- 
dation the  carrying  out  of  the  gradual  elimination  of  employees 
by  means  of  a  natural  turnover,  and  that  if  the  commission  em- 
pnasizes  that  condition,  the  railroads  will  of  course  comply  with 
it  and  would  make  no  serious  objection  to  it. 

"Mr.  Hines.  They  would  either  have  to  comply  with  it  or 
forego  imification." 

Ifc  is  very  apparent  that  the  matter  of  the  protection  of  the  interests 
of  labor  is  a  major  element  of  the  consolidation  problem.  Further, 
it  is  at  least  very  doubtful  whether  the  commission  has  under  the 

I>rcBent  statute  any  authority  to  iiiipose  conditions  as  to  the  protec- 
tion of  labor  in  orders  approving  consolidations  or  unifications. 

MEARINGS 

Aside  from  the  matters  presented  at  the  hearings  in  Congress,  the 
consolidation  problem  has  been  discussed  in  magazine  and  newspaper 

iirticlies,  and  studies^  made  by  students  of  rauroad  problems.     All 

'tii«8e  are^  not  available,  and  many  would  be  mere  repetitions  of  what  has 
miready  been  set  out.   A  few,  however,  seem  worthy  of  presentation. 

Prof.  I.  Leo  Shabfman,  dep.artment  of  'economics.  University  of 

.Michigan : 

The  fotowing  statements  by  I.  Leo  Sh.arfm.,an,,  professor  of  eco- 
nomics, 'Universi.ty  of  Michigan,  in,  .his  book  The  American  Railroad 
Problem  published  in  1921,  immediately  after  the  passage  of  the 
transportation  act,  are  very  striking  as  prophesies  of  the  actual  work- 
ing out  of  the  law.  Pit>fessor  Sharfman's  opinion,  based  upon  the 
s^ame  reasons  stated  by  &nator  Cummins  and  others  for  the  passage 
'Of  the  .act,  .is  stated,  as  foUows: 

"A.  polcy  of  unification  seems  imperative,  therefore,  if  the  best 
interests  of  the  public  are  to  be  served.  Fuller  utilization  of 
plant  and  facilities,  greater  uniformity  in  financial  returns, 
better  credit,  more  stable  securities,  less  likelihood  of  resort  to 
discrimination,  improved  labor  conditions,  and  lower  rates — ^in 
short,  a  m.ore  adequate  transportation  service — ^may  well  be 
emected  to  result  from  the  relinquislmient  of  our  historical 
reiance  upon  competitive  operation,  in  favor  of  a  policy  of 
unifi.cation"  (p.  235). 
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Discussing  the  principles  which  should  govern  a  policy  of  unification, 
and[noting  that  the  repeal  and  modification  of  antitrust  statutes  is 
essential  to  a  change  of  policy,  he  says : 

"Taken  by  itself,  however,  such  a  program  would  certainly 
be  inadequate  and  would  probably  prove  dangerous.  While 
progressive  consolidation  into  a  much  smaller  number  of  great 
transportation  systems  would  doubtless  result,  the  primary 
motives  underlying  this  process  would  be  those  of  private  profit 
rather  than  of  public  advantage.  *  *  *  Merger  per  se  is 
not  necessarily  desirable.  If  its  dominant  purpose  is  not  to 
■secure  greater  operating  efficiency  or  increased  financial  economy, 
or  a  more  equitable  adjustment  between  private  rights  and 
public  interest,  but  the  mere  formation  of  irresistible  competing 
units,  capable  of  destroying  such  carriers  as  remain  outside  of 
the  controlling  systems,  the  tendency  to  consolidation  may  well 
be  regarded  as  fraught  with  dangerous  possibilities"  (p.  236). 

VOLUNTARY   SYSTEM   INSUFFICIENT 

Further,  discussing  voluntary  consolidations  even  under  regulation 
by  the  commission,  and  with  permission  to  be  granted  only  by  the 
commission  where  consolidations  are  in  the  public  interest — ^in  other 
words,  the  policy  of  consolidation  now  being  urged — he  says: 

"This  solution  is  safe;  it  is  negatively  correct.  But  it  can 
not  be  reasonably  expected  to  eliminate  the  strong  and  weak 
road  problem,  and  it  is  not  likely  to  result  in  such  a  degree  of 
unification  as  would  secure  full  utilization  of  railroad  plant 
equipment.  Consolidation  would  still  remain  voluntary.  The 
extent  to  which  unity  of  operation  is  secured  would  be  dependent 
upon  the  initiative  of  the  carriers.  Too  much  would  still  rest, 
therefore,  on  the  motive  of  corporate  advantage  in  the  arrange- 
ment of  the  new  systems.  In  some  degree,  without  doubt,  the 
stronger  roads  would  voluntarily  absorb  the  weaker  lines;  for 
a  line  that  is  weak  when  standing  alone  may  prove  to  be  a 
valuable  connection  or  feeder  for  a  larger  system.  But  in  most 
instances,  powerful  companies  would  naturally  refuse  to  include 
in  their  mergers  lines  whose  routes  are  circuitous,  whose  physical 
condition  is  poor,  whose  credit  is  weak,  and  whose  contribution  to 
the  contemplated  system  is  of  no  strategic  value.  These 
voluntarj^  consohdations  would  be  directed  primarily  to  the 
creation  of  more  profitable  operating  arrangements;  the  process 
of  unification  would  be  neither  sufficiently  complete  nor  suffi- 
ciently systematic  to  assure  the  desirable  improvement  in  the 
transportation  service.  *  *  *  We  are  forced  to  the  con- 
clusion, therefore,  that  compulsory  consoMdation  is  essential 
to  the  orderly  achievement  of  operating  unity"  (pp.  237-238). 

Prof.  William  Z.  Ripley,  Harvard  University: 

Prof.  WiUiam  Z.  Ripley,  of  Harvard  University,  who  prepared  the 
tentative  plan  of  consolidation,  at  the  request  of  the  Interstate  Com- 
merce Commission,  which  has  been  reviewed  in  this  study,  in  an 
article  appearing  in  the  October,  1930,  number  of  World's  Work, 
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'entitled  "RaOroftcl  Consolidation:  Whi,t  of  it?"  preuents  Ms  views  of 
the  consolidation  problem  in  the  Eght  of  present-day  conditions. 

In  the  first  place,  he  states  that  while  10  years  have  elapsed  since 
the  paasage  of  the  tTansportation  act  of  1920,  which  was  to  be  a  panacea 
for  all  railroad  ills,  nothing  of  importance  has  come  from  the  act. 
As  he  states  it,  after  a  brief  discussion  of  the  general  situation: 

"Is  it  any  m'onder  that  railroad  consolidation  has  looked 
deader  than  a  doornail  save  for  the  forward  press  of  a  little  knot 
of  far-sighted  men  who  live  not  for  the  moment,  bnt  who  con- 
template the  years  to  come?" 

CONSOLIBATION'  NECESSARY  TO  LIFE   OF  RAILROADS 

He  ennmerates  some  of  the  active  and  potential  competitors  for  the 
'ittiinees  now  'being  done  by  the  railroads,  such  as  airways,  highways, 
wtterways,  pi|)e  lines  and  electric  power  lines,  with  figures  as  to  the 
amount  of  business  being  taken  and  likely  to  be  taken  from  the  rail- 

fmds  by  these  competitors. 

"li  is  quite  simple  to  demonstrate  the  soundness  and  inevi- 
tability of  consolidation  in  tnmk-Mne  territory  in  order  that  the 
railroads  may  not  only  stand  firmly  upon  their  feet,  but  also  that 

they  may  be  enabled  to  run." 

SUGO'EgTED'  IMFBOVEMEMTS   OF   EASTERN  ROADS 

He  then  calls  attention  to  the  routes  of  the  leading  competitive 
roads  in  tnmk-Mne  territory  between  New  York  and  Chica.go:  The 
New  York  Central  swinging  almost  150  miles  north  before  it  turns 
'Hiftit  at  Albanv;  the  Balfcimore'  &  Ohio  dipping  down  to  Washington 
before  it  heads  toward  Chicago;  the  Pennsylvania  slanting  southwest 
to  Philadelphia  before  it  goes  toward  the  mountains,  and  the  Erie 
swerving  up  and  down  with  bad  grades  and  avoiding  the  good-sized 
ciiiieSt 

He  then  discusses  the  proposals  of  the  variod.s  roads  to  ptraighten 
their  routes  by  acquisition  of  existing  Mnes,  as  for  instance,  the  proposal 
of  the  Baltmore  &  Ohio  to  use  the  Buffalo,  Rochester  &  Pittsburgh 
from  Butler,  Pa.,  to  Du  Bois,  then  following  the  Buffalo  &  Susque- 
hanna, then  taking  trackage  or  paraDehng  a  few  miles  of  line  of  the 
Poinsylvania  to  WilMamsport  and  thence  over  the  Reading  and 
Central  of  New  Jersey  fines  into  New  York,  shortening  the  line 
from  Chicago  to  New  York  more  than  80  miles  and  saving  900  feet 
^in.  eievaiiion  at  ine  mgn  point. 

"Nor  is  all  of  this  on  paper.    Virtual  approval  governmentally 
has  already  been  obtained.    Its  completion  will  be  an  achieve- 
ment of  piimary  importance  to  the  Nation  and  at  the  same  time 
a  tribute  to  Daniel  WiUard,  one  of  the  fairest,  ablest,  and  most 
fareeeing  railroad  presidents  of  our  time." 
He  next  discusses  the  proposed  remedy  of  the  difficulties  of  the  Erie 
by  a  combination  with  the  Nickel  Plate,  thus  eliminating  the  saw- 
toothed  course  of  the  Erie  between  Chicago  and  Buffalo,  and  at  the 
same  time  giving  the  Nickel  Plate  an  outlet  into  New  York. 

He  then  suggests  as  a  proposition  for  shortening  the  mileage  of  the 
New  York  Central  that  it  be  given  trackage  rights  over  the  new 
Baltimore  &  Ohio  short  line,  in  consideration  of  the  New  York 
Central  giving  up  its  50  per  cent  interest  in  the  Reading. 


GREAT  NORTHERN-NORTHERN   PACIFIC   MERGER 

He  next  discusses  the  proposed  Great  Northern-Northern  Pacific 
consolidation  and  says: 

"Why  then  is  not  this  true:  That  there  will  still  be  the  effect 
of  competition,  as  required  by  law,  even  if  these  two  work  in 
yoke  together,  so  long  as  the  Milwaukee  is  fully  able  to  hold  its 
own  against  the  team?  It  isn't  the  number  of  competitors 
which  counts;  it  is  that  rivalry  should  be  even-handed,  not  lop- 
sided or  ineffective.  Suppose  the  two  lake-to-coast  systems 
act  as  one  and  be  continued  on  into  Chicago?    Wouldn't  com- 

EetiticiiL  with  the  Milwaukee  be  far  more  even-handed  than  to 
aTO  one  of  them  breached  part  way? 

"The  real  question  in  this  instance — and  it  is  equally  true  of 
every  public  utiUty's  case—is  not,  however,  one  of  economy  and 
efficiency,  in  and  of  itself.     Of  course,  the  public  has  a  right  to 
service.    That  goes  without  saving.     But  we  really  have  to  do. 
rather,  with  the  fruits  of  such  fit  performance.    If  enhanced 
economy  only  means  larger  returns  to  private  stockholders,  or  if 
such  profits,  on  the  other  hand,  are  to  yield  only  better  service 
and  no  greater  reward  to  the  capital  employed,  the  arrangement 
will  break  down  of  its  own  weight,  in  the  long  run.     For  in  the 
one  case,  the  public  will  end  it  through  public  ownership;  in  the 
other,  efficiencjr  will  dry  up  through  capital  anemia.    The  sure 
way  out — and  it  is  equally  applicable  to  all  these  cases  above 
cited — is  to  encourage  all  possible  economy  and  efficiency,  no 
matter  if  it  does  engender  monopoly;  but  to  keep  the  whip  hand 
of  control  for  the  ultimate  disposition  of  the  proceeds;  and  then 
see  to  it  that  a  50-50  diwy-up  obtains.     Greater  efficiency,  both 
lower  rates  or  greater  service,  on  the  one  hand,  and  more  ample 
returns  to  the  owners — dividends  or  reserves  and  the  like — on 
the  other." 
He  then  discusses  certain  proposed  consolidations,  which  he  deems 
uneconomic,  such  as  the  application  of  the  Southern  Pacific  to  own 
and  control  the  St.  Louis  Southwestern,  which  would  result  in  a 
long  routing  over  the  Cotton  Belt  from  the  Southern  Pacific  instead 
of  the  use  of  the  present  direct  connection  with  the  Rock  Island. 

CONSOLIDATION  WILL  MAKE  FOR  MASS  PRODUCTION  OF  TRANSPORTATION 

Closing  by  referring  to  the  great  progress  in  railroad  management 
and  operation,  and  the  probable  increasing  use  of  electrification,  he 

says: 

"But  mass  production  of  transportation,  which  electrification 
attempts,  as  everything  else,  calls  for  volume  and  standardiza- 
tion; and  that  is  exactly  what  consolidation,  if  properly  effected, 
mav  bring  about. 

*  Thus  one  reaches  the  final  conclusion,  that  this  issue,  far 
from  being  dead,  deserves  to  be  kept  at  the  forefront  of  railroad 
affairs.  I  have  never  lost  faith,  throughout  30  years  of  close 
association  with  the  business,  in  the  future  of  American  rail- 
roading, both  in  the  common  service  of  the  people  and  as  a  prime 
repository  for  the  capital  savings  of  the  nation,  and  one  may 
rest  assured  that  the  carriers  will  turn  out  to  be  masters  of 
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tlieir  late  throiigli  tlie  next  few  years,  JBst  as  they  .haye  overcome 
so  superblv  all  the  disabilities  wMcli  came  as  an  unwelcome 
'heriiage^  of  the  Great  War. 

**Biit  it  is  in  the  interest  of  the  people,  nevertheless,  that  these 
carriers  be  granted  an  ample  return  upon  the  investment — 
always  with  the  understanding  that  the  funds  shall  be  wisely 
invested  and  efficiently  handled^  and  that  the  return  shall  be 
within  reason  and  fair  to  all  parties  concerned." 

Hon.  John  W.  McCardlb,  chairman  Indiana  Public  Service  Com- 
mission. 

In  an  article  published  in  the  Indianapolis  Sunday  Star  of  January 
19,  1930,  Hon.  John  W.  McCardle,  chairman  of  the  Indiana  Public 
Service  Commission,  presents  his  views  m  to  the  proposed  consolida- 
tion plan  of  the  Interstate  Commerce  Commission.  After  reciting 
the  situation  of  the  railroads  at  the  end  of  Federal  control,  and  the 
theory  of  the  framers  of  the  consolidation  provisions  of  the  law,  and 
their  belief  that  a  reversal  of  the  national  policy  as  to  consolidation 
was  necessary  to  insure  an  improved  system  of  transportation  for  the 
country;  and  after  calling  attention  to  the  fact  that  during  the  10 
years  since  the  passage  of  the  transportation  act  the  railroads  have 
returned  to  a  normal  condition,  and  have  been  able  to  procure  at  a 
reasonable  cost  the  necessary  funds  to  expand,  and  that  to-day  we 
have  the  most  efficient  transportation  machine  we  have  ever  had  in 

CiIJc    MIS  111!  I  Jf    Ul    If  lie    UUlIUIiFj  ,    1113  amJfOm 

NO  GAIN   TO   PUBLIC   FBOM   CONSOLIDATIONS 

"Just  what  is  to  be  gained  by  the  consohdation  of  the  rail- 
roads of  the  country  into  a  few  large  systems?  The  public  is 
interestod  in  railroad  operation  mainly  from  two  standpoints: 
The  adequacy  of  transportation  and  the  amount  which  it  pays 
for  railroad  service. 

"No  one  wUl.  contend  that  the  transportation  system  of  the 
country  to-day  is  not  adequate  for  the  present  needs  of  business, 
and  not  strong  enough  to  grow  with  the  requirements  of  increased 
business. 

"As  far  as  I  have  been  able  to  discover,  in  oo  case  where  the 
subject  of  consohdation  has  been  considered  by  the  Interstate 
Commerce  Commission  bus  there  been  any  claim  that  the  users 
of  railroad  service  may  expect  lower  rates.  While  it  is  true  in 
some  of  the  bearings,  it  has  been  pointed  out  that  as  a  result  of 
consolidations  economies  might  be  effected,  yet  anyone  with 
business  experience  knows  that  as  the  size  of  a  business  unit  is 
increased,  the  supervision  of  the  responsible  officers  becomes 
more  and  more  remote  from  the  employee  and  from  the  customer 
who  desires  action.  ♦  ♦  *  Supervision  is  weakened  to  the 
extent  that  any  saving  in  operation,  through  consolidation,  is 
more  than  offset  by  the  increased  cost  of  doing  business  due  to 
remote  supervision.  *  *  *  i  beheve  that  smaller  units  not 
only  provide  greater  efficiency  but  also  more  satisfactory  service 
to  the  patron.    *    *    * 

"There  is  nothing  for  the  pubMc  to  gain  by  the  consohdation 
of  the  railroads,  except  improved  service  or  lower  rates,  and  as 
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neither  of  these  may  be  expected,  there  seems  to  be  no  reason 
from  the  standpoint  of  the  public  why  consohdations  should 


occur. 


LOSSES   TO   PUBLIC 


What  has  the  public  to  lose  by  consohdations?  In  my  judg- 
ment,  the  mdmdual  States  have  a  great  deal  to  lose  by  consofi- 
datmg  the  railroads  mto  a  few  large  systems.  Aside  from  the 
loss  of  value  of  close  contact  with  high  officers,  which  is  now 
enjoyexl  in  the  case  of  many  railroads  of  the  country,  I  think  the 
mdmdual  States  have  to  lose  the  foUowmg:  (1)  The  diversion  of 
busmess  and  tax  mcome;  (2)  through  consohdation  of  repair 
plants  and  operatmg  units,  reduced  pay  rolls,  which  contribute 
to  the  welfare  of  the  State;  (3)  through  the  concentration  of 
purchase  of  matenals  and  supphes. 

******  5|t 

"Indiana  has  already  suffered  a  veiy  large  loss  in  pay  rolls 
and  consumption  of  materials  as  a  result  of  the  consohdation  of 
units  of  some  of  the  railroads  within  its  borders.     *     *     * 

TWO   FORCES   URGING    CONSOLIDATION 

"At  the  moment  there  seem  to  be  two  main  forces  urginff  the 
consolidation  of  railroads.  One  is  important  railroad  systems, 
tliat  seek  to  eliminate  strong  and  troublesome  competitors,  by 
secunng  control.  Another  is  short-line  railroads,  which  hope,  and 
untortunately  are,  succeedmg  in  disposing  of  their  properties  to 
large  systems  at  prices  not  justified  by  any  record  of  earnings. 

SHIPPERS    WILL  LOSE   ADVANTAGES   OP   COMPETITIVE   ROUTES 

»     »     *    Through  railroad  consolidation,  the  shippers  will  lose 
tue  advantage  of  the  many  available  routes  for  moving  traffic 
Which  they  now  possess.     Under  present  conditions  a  shipper  can 
route  his  traffic  over  as  many  different  routes  as  can  reasonablv 
be  made  by  the  various  combmations  of  the  raiboad  tracks  be- 
tween pomt  of  ongm  and  destination.     *     *     *    With  the  rail- 
roads consolidated  into  a  few  lai^e  systems  it  is  apparent  that 
fewer  routes  will  be  available.     *     *     *    For  example    take  a 
shipper  whose  plant  is  located  on  only  one  railroad.  '  If  this 
ongmatmg  railroad  becomes  a  part  of  a  large  system,  thereby 
reaching  many  destmations,  the  shipper  will  be  required  to 
route  his  traffic  over  the  one  railroad  system  to  the  destinations 
reached  by  it,  iinless  to  do  so  would  create  an  unreasonably 
long  route,     mile  the  law  providing  for  the  consolidation  of  the 
railroads  provides  that  competition  shall  be  preserved  as  fully  as 
possible,  and  wherever  practicable,  it  is  apparent  that  by  doin^ 
away  with  existing  and  available  routes,  competition  wiU  be 
absolutely  destroyed  for  a  large  volume  of  busmess." 

Herman  W.  Ordeman,  consulting  engineer : 

in  iQ^nr^J^*''^'*'''«f''l'*ur  "Tiie  Consolidation  Equation,"  pubhshed 
mniiM  ^-^^  ^""^f  "^  Publishing  Co  appears  an  analysis  of  the  raiboad 
consohdation  problem  by  Herman  W.  Ordeman,  consulting  engineer 
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'TUB.  is  of  particular  into'reet  because  the  discussion,  is  brought  down 
to  and  includes  the  introduction  of  Senate  Joint  Resolution  161,  and 
the  opinions  of  the  various  commissioners  on  the  consolidation  plan 

are  set  forth  in  full,  together  with  a  list  of  acquisitions  of  control  and 

m . copy  of  S.  668. 

■CONSOMDATIONS    IXCEPT    UNDEB   ANTITRUST   LAWS   SHOULD    NOT   Bl 

PEBMITTED 

This  author  comes  to  the  final  conclusion  "that  large  consolidations 
of  our  raflroads,  except  under  the  conditions  of  the  Sherman  Antitrust 
Act,  should  not  be  consummated." 

^  "Consolidations,  as  enacted  in  law  by  the  people's  representa- 
tives, have  been  going  on  for  10  years.  Many  of  the  consolida- 
tions that  have  taken  place  have  certainly  reduced  competition. 
At  the  same  time,  however,  the  public,  through  freight  rates, 
passenger  fares,  or  service,  has  received  few,  if  any,  benefits. 
Whatever  henefite  have  accrued  would  have  probably  accrued 
anyway  under  indiviiu^ai  control  and  management. 

'^'Consistent  effort  on  behalf  of  the  pubhc  and  for  the  public 
interest,  can  not  cope  with  the  extensive  work  of  transportation 
specialists  through  direct  affiliations  that  are  seeking  mergera 
and  consoidations;  through  direct  ownership,  leases,  holding 
companies,  and  even  investment  trusts'"  (p.  6). 

WEAK  LINES 

Discussing  weak  lines  he  cals  attention  to  the  fact  that  no  Govern- 
ment^-ilpncv  can  regulate  supply  and  demand,  and  'that  roads  have 
rftemately  been  strong,  'then  weak,  .and  then  strong  again.  Further, 
■that  m;miyweak,'iiies'..^isl»nld  iciwhave  been  conB:tinicted;  that  it  is " 
unfair'  to  saddle  upon  the  public  the  uneconomic  conditions  resulting 
from  the  constniction  of  such  roads.  He  states  that  in  the  case  of 
the  New  England  roads,  protection  was  secured  by  proper  divisions. 
He  also  calls  attention  to  the  fact  that  in  many  cases  roads  were  con- 
structed for  the  purpose  of  kan.dling'  natural  products  which  have 
become  exhaustedL  and  by  rcMon  of  their  exhaustion,  the  roads  have 
become  weak.  He  also  calls  attention  to  the  situation  in  Florida, 
when  because  of  'the^^  ^artificial  condition,  roads  were  strong  as  soon  as 
built,  but  wi'tli  the  ch.ange  of  conditions  they  have  become  weak. 

"The  sadding  of  weak  lines  on  the  strong  hues  tends  to  make 
the  strong  line  weak.  It  results  in  a  dole  system.  This  ultimately 
can  result  in  only  one  thing— Government  ownership  and  opera- 

•^If  the  purposes  and  the  motives  of  those  who  framed  the  con- 
soidation  provision  of  the  transportation  act  were  an  endeavor 

to  protect  the  weak  carriers  ugainst  economic  conditions  (which 
can.  not  be  r^nilated),  it  is  proper  to  ask,  then: 

'*  Why  shoiii  the  Baltimore  &  Ohio  be  permitted  to  take  over 
'the  .Beading?' 

"Why  should  the  Wabash  be  permitted  to  absorb  the  Lehigh 
Valley? 

"Why  should  the  Erie  Baihroad  be  permitted  to  absorb  the 
JLfac&awanna  f 


NolSSm  pS?*^*  ^'***  Northern  be  permitted  to  take  the 

l?l'pY=^^i'j?"'i*''*  Southern  Pacific  be  pemiitted  to  absorb  the 
HjI  faso  &  Southwestern,  etc. 

''Such  consolidations  wiU  not  reduce  mortaUty. 

It  may  be  that  the  excuse  of  trying  to  protect  the  weak  lines 

Has  been  based  on  the  code  of  financial  procedure  with  respect  to 

commercial  busmess,  consoUdations  and  mergers,  whereby  strong 

railroads  are  absorbed  by  strong  raih^ads,  and  also  strong  rait 

roads  are  absorbed  by  weak  railroads,  through  the  actioiw  of  a 

Zilt^^'^tK^i''  M  **•*"  tl'^fiblic  interest.    The  aftennath 
rwults  in  antitrust  legislation;  when  m  this  case  it  does  come  it 

^fK  1.  ♦  """^  severe  than  we  have  witnessed  in  the  past  and 
with  greater  mortaUty." 

CONDITION  OF  RAILROADS    191S-1928 

ro  Jdt'ofS TM!!!r^rr"r^\''^  ^^'  ?"'!f  ™'  conditions  of  the  rail- 
Md  mZ-igS  Penods:  1916-1919,  1920-1923, 

9i^o/'**'-7^  *''**  receiverehips,  which  for  the  firet  period  averaged 
21,994  with  an  average  of  75  roads  in  chaige  of  receivers,  h^  dE 

S   an^wffrT  ^^/  *^5  '^H  P^"*"*  °^  ^3,286.24  ^d  on^e 
fn^ho'lf    ^     /•"  ""'^  ^^  ™*^'  "V*^  "^  aggregate  nuleage  of  5,255.54 
■nwje  hands  of  receivers  at  the  close  of  1928. 

thlfj^t^^^^^^'^yZ^u''^:?^  to  revenues  with  an  average  for 
^riod  of  rTfi^  ^flM*  ^'^  decreased  to  an  average  for  the  third 
penod  of  73.67,  with  the  average  ratio  for  1929  only  71  69 
Car  shortages  which  averaged  for  the  first  period,  78,221  cars  have 

sh^^^f  on  n„  '''''\'^'Jr,±  ^^VeriJot  42  cai^,  4ith  no  cl? 
shorties  on  December  31,  1928,  or  December  31,  1929 
in  this  connection,  he  says: 

n«mLw^^il-°"  P*""  '^''*  car  supply  to  those  that  must  have  it, 
fnTfi^'  ^^l.^PP^"?'  consohdation  has  played  no  part  in  afford- 
^,«^^.^.u  «3'"Pme'it  to  move  goods.  This  furnishing  of 
Sdu3ly      .  ^"^  ,o^'''>^P^^'>d   by  the  carriers  op^lSing 

"The  revenue  per  ton-mile  has  increased  onlv  42  ner  rent 

m^t^at  accruals  have  increased  over 

"The  comparison  of  revenue  increases  as  against  the  m«ior 

SH^"^^  f'^r-  «T"l"«i^?}y  that  the  cam4  in  recent  yeS« 
WK  P^'/onned  their  duty  well,  the  resuU  having  been  a  benefit 
both  to  the  pubhc  and  to  the  security  owhers." 

in  l^whf,  if^*/^*^^*  ?f  '?r/*^  ^  *^«""'^«  o^  25.1  miles  per  day, 
L .?  *!.„  "^  mcreaswi  to  32.4  miles  perTay,  meaning  a  quicken- 
mgm  the  movement  of  freight  to  the  extent  of  29  per  c?nt. 
o.AnL»,f*^  t  •  u.  average  tractive  power  per  locomotive,  average 
capamty  per  freight  car,  and  freight  train  car-miles  per  lo^omotife 
mile  have  aU  mcreased,  with  a  resultant  lower  operating  cost 
mere  has  been  a  decrease  in  passenger  revenue  per  ca?-mile' 
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He  states  that  ii'iihout  a  llDiited  niipiber  of  systems  the  public  is 
receiving  the  benefit  of  rate  reduction,  and  that  according  to  the 
statements  of  railroad  executives  it  is  doubtful  whether  consolidation 

will  result  in  lowering  rate  charges. 

EFFECT   OF   CONSOLIDATION   ON   TH.H.OUGH   ROUTES 

"The  present  law  gives  to  the  public  tlie  right  to  choose  the 
route  of  their  shipments.  If  consolidation  takes  place  between 
carriers,  it  is  self-apparent  that  the  originating  line  wiO  have 

Ittle  consideration  for  a  carrier  that  is  a  competitor  or  semi- 
competitor,  where  the  originating  line  will  be  short  hauled,  re- 
gardless of  the  fact  that  short  hauling  will  be  of  service  benefit 

to  the  public. 

EFFECT  ON   SECUBITY   OWNERS 

As  a  further  objection  to  consolidation  he  discusses  the  effect  upon 

■the  owners  of  securities,  maintaining  that  if  strong  roads  are  com- 
pelled to  take  over  weak  roads,  the  stockholders  of  the  strong  roads 
will  suffer. 

"The  agencies  of  the  people  in  the  form  of  a  Federal  body  cer- 
tainly have  no  ris^ht  to  deprive  the  owners  of  returns,  or  to  pro- 
vide  a  situation  that  would  create  a  lessening  of  their  rights  now 
existing  in  the  stock  and  bonds  of  a  good  going  concern.  A  con- 
tinuation of  apparency  weak  lines  that  can  not  exist  in  and  of 
themselves,  or  can  not  exist  with  a  larger  line  and  carry  their 
load,  amounts  to  a  destruction  of  the  stronger  system;  it  will  make 
the  stronger  system  ultimately  a  weak  system  at  a  loss  to  the 


owners. 


COMPETITION 


He  discusses  at  length  the  proposed  Great  Northern-Northern 
Pudic  consolidation,  and  the  effect  upon  competition  of  that  pro- 
posed consolidation. 

After  discussing  the  antitrust  act  and  discussing  at  some  length 
holding  corporations  and  their  freedom  from  control  by  the  commis- 
Bion,  ne  saj^  s . 

"The  Sherman  Antitrust  Act  does  not  restrict  legitimate  trans- 
portation lines  which  are  not  in  competition  with  one  another 
from  consolidating  or  merging  their  interests,  but  the  act  does  not 
allow  any  merger  to  the  detriment  of  the  public." 
After  a  dkcussion  of  S,  668  concerning  which  he  says : 

"This  proposed  legislation  not  only  continues  the  monopolistic 
features  of  the  transportation  act,  but  it  makes  more  binding 
upon  the  shipper  and  the  traveler  railroad  consolidation  that 
was  never  inteQed  by  the  framers  of  the  transportation  act.'^ 

CONCLUSIONS 

He  reaches  the  following  ultimate  conclusions  (pp.  42,  43) : 

"1.  Consolidation  of  the  railroads  is  predicated  upon  Govern- 
in  en  t  ownership. 

"2.  Federal  control  is  repugnant  to  the  public 


''3.  Owing  to  the  individual  initiative  of  the  Anierican 
citizen  in  business,  the  period  of  Federal  control  was  followed  by 
the  reconstruction  period,  and  to-day  the  cairiera  of  the  United 
btates  are  performing  in  a  manner  satisfactorv  to  the  public. 

4.  But  the  public  has  been  required  to  accept,  since  1920, 
railroad  consolidation  that  embraces  approximately  21  per  cent 
of  the  total  railroad  mileage. 

"5.  Legislation  even  now  before  Congress  would  permit  a 
licensed  monopolistic  system  of  transportation. 

"6.  The  governmental  agency  in  the  form  of  the  Interstate 
Commerce  Commission  has  on  numerous  occasions  asked  to  be 
relieved  of  the  responsibility  of  drawing  up  a  consolidation  plan. 
7.  Consolidation  of  railroads  is  not  a  remedy  for  the  elimina- 
tion of  weak  lines. 

t/'^iT^®  ^*^^^^i*^™S  Jaw  of  demand  and  supply  is  inexorable. 
It  will  keep  on  working  in  the  future,  as  it  always  has  worked  ia 
the  past  If  the  normal  mteraction  of  demand  and  supply  is 
interfered  with— as  m  the  case  of  consolidations,  holding  corpora- 
tions, etc.— -disaster  is  sure  to  be  visited  upon  the  public. 

"9  Holding  companies  must  be  curbed  in  order  to  save  not 
only  the  transportation  systems,  but  also  the  industrial  units  of 
our  country. 

"10.  The  Sherman  Antitrust  Act  and  Clayton  Act  are  still 
laws  for  the  protection  of  the  public  as  a  whole,  and  their  efficacv 
must  be  maintained.  "^ 

"Therefore  we  may  justifiably  assume  that  large  consolida- 
tions are  not  conducive  to  the  public's  best  interests  If  per- 
mitted, they  will  produce  a  chaotic  condition.  The  solution 
ol  the  whole  vital  problem  rests  with  those  who  are  elected  by 
the  people  to  protect  their  interests.  However,  there  is  also  an 
obligation  to  be  home  by  the  public  of  studying  railroad  consolidar 
tion  and  expressmg  an  opinion  to  their  Representatives  in 
i-'Ongress . 

Association  of  Railway  Executives: 

Attached  is  "A  Declaration  of  Policy"  of  the  Association  of 
Kail  way  Executives,  adopted  November  20,  1930.  Although  this 
largely  contams  matters  not  strictly  germane  to  the  consolidation 
problem  it  is  presented  in  full  as  setting  forth  the  latest  expression 
of  the  views  of  railroad  executives  as  to  the  present  condition  of  the 
raaways  of  the  country,  and  also  because  to  some  extent  it  presents 
views  contrary  to  those  expressed  by  Mr.  Ordemann. 

DECLARATION  OF  POLICY  DEEMED  NECESSARY  TO  THE  CONTINUANCE 
OF  ADEQUATE  TRANSPORTATION  SERVICE  TO  THE  PUBLIC 

.fil  ^i^^^^.  ^.^eting  of  the  executive  committee  and  member  roads 
of  the  Association  of  Railway  Executives,  held  in  New  York  Novem- 
ter  20,  1930,  a  report  of  the  advisory  committee  was  received  in  the 
lorm  of  a  resolution  reading  as  follows: 

'' Resolved,  ThAt  the  advisc^y  committee  recommends  to  the  joinfc 
nieeting  of  the  executive  committee  and  member  roads  the  adoption 
of  the  program  set  forth  in  the  attached  report,  with  the  qualification 
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that  it  is  no  I  to  interfera  with  the  position  taken  in  respect  to  the 
hill  now  pending  for  regulation  of  hus  hnes." 

_  This  report'  was  unanimously  approved  and  adopted  by  the  exeni- 
tive  coTOmittee  and  member  roads  as  a  declaration  of  their  policy. 

It  is  .as  follows: 

Without  referring  to  or  including  in  any  way  the  results  of  the 
business  depression  of  1930,  and  basmg  the  statement  entirely  on  the 
period  ended  with  December  31,  1929,  the  following  picture  presents 
Itself: 

Grow^i  in  mUway  irmffic 
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What  are  the  causes  leading  to  this  extreme  decHne  in  railway 

traffic  in  the  past  ninoyearst' 
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5.  Traffic  handled  over  the  iidand  waterways,  excluding  the  Great  Lakes 

Tons 

}?!? -- 83,  150,  182 

JSSi - 79,  901,  75» 

]lli ---- 77,  872,  724 

}2;1 - ----  108,  026,  159 

}S;t - - 121,  713,  097 

}S;S - 136,  372,  752 

J;l§ - 146,  907,  027 

lo^o.. --«_•_«  IfiO   Q97   CkC\K 

Per  cent  increase  1928  over  i92oi"ii"."r:i::::::::::::::::::    '    93  5 

4.  Contributing  factors  to  this  decline  in  rail  traffic  are  the  pipe 
lines,  high-power  electric  lines,  and  the  newest  development  of  the 
piping  of  natural  gas  from  the  wells  to  large  centers,  which  is  going  to 
reduce  still  further  the  coal  traffic. 

In  so  far  as  any  form  of  the  above  service  is  legitimate  and  a  natural 
econonuc  development,  the  railroads  have  no  right  to  complain. 
The  public  is  entitled  to  the  best  transportation  at  the  lowest  reason- 
able cost.  However,  where  the  rail  carriers  are  prevented  through 
iMslation  or  regulation  from  fairly  competing  with  new  or  old  forms 
of  transportation,  or  where  the  service  rendered  by  the  competitor  is 
a  subsidized  one,  such  unfair  handicaps  should  be  removed. 

It  is  suggested — 

(A)  That  the  present  lack  of  adequate  regulation  of  motor-bus  and 
truck  operation  should  be  remedied  by  the  enactment  of  appropriate 
legislation,  with  no  discriminatory  provision  against  the  rai&oads 
opera tmg  in  the  same  field. 

(B)  That  the  restrictions  on  the  railroads  from  competing  with  the 
Panama  Canal  by  refusal  to  grant  them  fourth-section  relief  be  re- 
moved. 

(C)  That  the  Government  of  the  United  States  discontinue  com- 
peting with  the  railroads  or  any  other  form  of  transportation  either 
directly  or  by  subsidy. 

(D)  That  pipe-line  common  carriers  be  subjected  to  the  same  restric- 
tions, in  respect  to  the  transportation  of  commodities  in  which  they 
are  interested,  directly  or  indirectly,  as  the  railroads  now  are. 

The  above  refers  to  loss  of  traffic  through  competitive  reasons. 
Traffic  that  remains  has  produced  the  following  results: 
1.  The  average  receipts  per  ton-mile  have  been  as  follows: 
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Figures  for  average  receipts  per  ton-m,ile,  it  is  fair  to  say,  represent 
many  factors,  such  as  changes  in  coinniodities,  distances  hauled  and 

other  items,  and  can  not  be  taken  as  a  precise  guide  to  rate  reductions; 
but  they  are  conclusive  as  showing  the  trend. 
2.  During  this  same  period  the  operating  expenses  have  indicated 

thB  aplication  of  great  economy  and  efficiency,  as  shown  by  the 

following  figures : 

O'peratmg  es^pemea  and  traffic  iinil*,*  Class  I  Steam  Roads,  United  States 
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TMs  has  been  accomplished  largely  through  the  expenditure  foi- 
capital  imerovements  in  the  9-year  period  amounting  to  $6,855,- 
416,000,  which  provided  improved  locomotives  and  equipment,  im- 
provement in  the  physical  structure,  improvement  in  methods,  and 
done  in  conformity  with  the  program  of  the  railroads  entered  into  in 
1923,  which,  as  announced  at  that  time,  was  based  "on  an  abiding 
faith  in  the  fairness  of  the  American  people  and  reliance  on  the  con- 
tinuance of  the  policy  announced  in  the  transportation  act,  1920,  as 
a  measure  of  reasonable  protection,  to  investment  in  railroad 
property." 

During  this  same  period  the  decline  in  the  average  receipts  per 

ton-mile  lias  shown  an  accumulative  amount  closely  approximating 

what  has  been  spent  for  capital  expenditure — $5,769,835,000. 

3.^  Notwithstanding  t,his  economjr  and  effi.ciency,  rates  have  never 
produced  the  mtAim  on  property  investment  contemplated  in  the 
transportation  act,  viz,  5%  per  cent,  for  the  railroads  as  a  whole. 

Rale  of  return  mi  property  iiMMJalineml,  Class  I  steam  roads.  United  States 

Rate' 


MWJbi'Sii  ^ 


, _ 3.59 

,., , , 4.33 

1924 4  23 

1925 -SZZZ"7~ 

1926 '  ■ 

1927 ■ 


4.74 

4.99 

1929-. _, 4.84 

S  months  ended  Aug.  31,  1929 5.  48 

8  months  ended  Aug.  31,  1930 I_  3.  59 


»  Eat«  based  on  property  Investment  of  mrrlera  as  aliown  by  their  books,  including  material  and  suppli«« 

and  cB'ish. 
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WHAT   ARE   THE   REASOKS? 

Keductions  in  rates,  beginning  with  the  year  1921,  have  continued 
up  to  the  present  moment.     These  reductions  were  brought  about — 

First.  By  action  of  the  Interstate  Commerce  Commission. 

Second.  Through  reductions  made  voluntarily  by  the  carriers  to 
meet  competition  including  that  of  unregulated  or  subsidized  trans- 
portation. 

Third.  Through  reductions  made  voluntarily  by  the  carriers  for  the 
development  of  industrial  enterprise  and  communities. 

This  is  the  situation  in  which  the  railroads  of  the  country  find 
themselves  to-day. 

What  the  railroads  are  asking  is  a  new  spirit  and  attitude  on  the 
part  of  legislative  and  regulative  authorities — 

(a)  Through  a  recognition  that  the  railroads  are  engaged  in  a  busi- 
ness subject  as  other  business  is  to  the  operation  of  economic  laws 
and  should  accordingly  be  permitted  to  adapt  themselves  quickly  to 
changes  in  economic  conditions  which  confront  them,  and 

(b)  Through  a  recognition  that  railroad  operation  is  a  fundamental 
public  necessity  and  that  the  maintaining  at  all  times  of  an  efficient 
national  system  of  transportation,  adequate  to  the  business  needs  of 
the  public,  is  necessary,  if  we  are  to  progress  as  a  nation. 

The  railroads  at  this  time  make  the  following  recommendations : 

First.  A  respite  from  rate  reductions  and  suspensions  by  regulating 
bodies,  both  intra  and  interstate,  and  from  action  that  will  increase 
the  expenses  of  the  carriers. 

Second.  A  respite  from  legislative  efforts  of  either  the  national  or 
the  State  legislatures  that  would  adversely  affect  rates  or  increase 
the  expenses  of  the  carriers. 

Third.  A  withdrawal  of  governmental  competition  both  through 
direct  operation  of  transportation  facilities,  as  well  as  indirectly 
through  subsidies. 

Fourth.  A  fairly  comparable  system  of  regulation  for  competing 
transportation  service  by  water  and  on  the  highways,  involving 
affirmative  legislative  action  as  follows: 

As  regards  water  transportation,  legislation  should  cover — 

A.  Extending  jurisdiction  of  the  Interstate  Commerce  Commission 
over  port  to  port  rates,  to  include — 

B.  Determination  of  just  and  reasonable  rates,  and  prohibition  of 
discriminatory  and  unduly  prejudicial  rates. 

C.  Publication  of  and  adherence  to  rate  schedules. 

D.  Proper  service  requirements. 

E.  Certificates  of  public  convenience  and  necessity  after  proper 
showing. 

F.  An  opportunity  for  the  railroads  to  enter  this  field  of  transpor- 
tation under  proper  supervision,  but  without  handicap  as  compared 
with  other  transportation  agencies.  The  Panama  Canal  act  should  be 
modified  so  as  to  permit  railroad  operation  of  waterway  service  in 
conjunction  with  rail  service. 

G.  And,  in  addition  to  affirmative  legislative  action,  the  retention 
of  the  flexible  character  of  section  4,  interstate  commerce  act,  sympa- 
thetically adniinistered,  with  fair  opportunity  on  the  part  of  rail  car- 
riers to  obtain  relief  after  proper  showing  and  including  transconti- 
nental traffic. 


^  1 


it 
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As  reginis  commercial  highway  transportation,  by  bus  or  truck, 

legislation  sho^uld  ooTer — 

A.  Extending  jurisdiction  of  the  regtilatcir}-  authorities  over  com- 
merce canied  by  auch  aconcies. 

B.  ^Certificates  of  pubic  convenience  and  necessity,  after  proper 

-■liimvi'ti-flP' 

C  'Proper  protective  requirements  for  financial'  responsibility  and 
aurety  bonds  or  insurance. 

D;  Adequate  requirements  for  just  and  reasonable  rates,  both 
maximum  and  mimmum,  with  provision  for  publication  thereof  and 
adherence  thereto,  and  proper  inhibition  against  undue  and  imjust 
'Cusciimuia  C'lon  • 

E.  Ptoper  service  reciuircments. 

F.  Adequate  authority  for  rail  carriers  to  operate  such  facilities, 
without  discrimination  in  favor  of  other  transportation  agencies  in 
the  same  field. 

G.  Adequate  provision  for  privilege  or  license  fee  imposed  on  all 
motor  vehicles,  for  hire  or  profit  using  highways,  so  as  to  properly 
•pirticipate  in  constnictiou  and  maintenance  costs  of  highways. 

As  regards  pipe-line  transportation — 

That  pipe4me  comm^on  carriers  be  subjected  to  the  same  restrictions 
m  to  the  transportation  of  commodities  in  which  they  are  inter- 
ested, directly  or  indirectly,  as  the  railroads  now^  are. 

AM  basic  figures  given  in  this  st.atement  are  derived  from  the 
'reports  of  the  Interstate  Commerce  Commission  or  from  other 
governmental  sources  and  are  open  for  inspection  and  veri,fication. 

Wm  the  policies  recommended  herein  by  the  Association  of  EaHway 
Executives,  they  bespeak  the. earnest  and  thoughtful  consideration 
of  the  public,  from  tne  standpoint  of  the  national  interest  in  main- 
.tainmg  in  the  highest  degree  adequate  and  eflScient  transportation 
in  every  modem  form,  with  equal  opportunity  for  ail. 

Dr.,  Howard  C.  Kidd,  professor  commerce  and  transportation, 
University  of  Httsburgh: 

Eeference  has  been  made  in  the  discussion  of  the  long-haul  provi- 
sions of  the  transportation  act  to  a  report  of  Doctor  Kidd.  The 
Public  Service  Comiiussion  of  the  State  of  Pennsylvania  selected 
Doctor  Kidd,  a  leading  economist  and  author,  who  spent  the  year 
1928  in  Great  Britain  making  a  study  of  the  consolidation  of 
British  railroads,  to  make  an  investigation  of  consolidation  pro- 
posals as  they  affect  the  State  of  rennsylvania.  Doctor  Kidd 
very  recently  completed  his  report,  and  a  copy  has  been  furnished 
this  coniniittee.  It  is  most  exhaustive,  reviewing  generally  Federal 
legislation  as  to  consolidations,  setting  forth  a  very  complete  analysis 
of  the  proposed  Reading  and  Baltimore  &  Ohio  merger  and  discussing 
each  of  the  other  principal  roads  of  Pennsylvania  which  might  b© 
affected  by  the  mergers  and  consolidations  proposed  in  the  plan  of  the 
commission.  The  report  fills  a  booklet  of  158  printed  pages  and  can 
not  be  i>resented  in  full  here.  A  reading  of  it  is  most  instructive 
because  it  deals  in  detail  with  one  of  the  most  important  proposed 
consohdations  which  is  a  matter  of  controversy,  and  in  dealing  with 
that  proposed  consolidation  analyzes  situations  which  exist  in  several 
other  c^ases. 
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Wliile  it  is  not  practicable  to  present  even  a  digest  of  Doctor  Kidd's 
report,  certain  of  his  conclusions  will  be  presented  and  references 
made  to  the  complete  report  for  a  detailed  analysis. 

COMPLETE    PLAN    OP    COMMISSION    AN   ANOMALY 

Discussing  the  commission's  complete  plan  and  the  attitude  of  the 
commission  and  individual  members,  he  says: 

"By  its  protests  and  its  delay  in  bringing  out  the  complete 
plan  the  commission  virtually  said  to  Congress:  We  do  not 
believe  in  the  wisdom  of  your  policy  of  consolidating  the  railroads 
according  to  a  plan  that  must  necessarily  be  artificial.  Since, 
however,  we  have  washed  our  hands  of  the  responsibility  we 
shall  proceed  to  obey  orders. 

"The  complete  plan  thus  presents  an  amazing  anomaly.  It 
was  created  by  a  commission  which  has  little  faith  in  it  as  a 
jpattern  for  railroad  grouping,  and  it  must  be  considered  as  a 
factor  in  consolidation  by  this  same  commission." 

IMPROVEMENT   IN    CONDITION    OR   RAILROADS    SINCE    1920 

Discussing  the  trend  of  railroad  developments  since  the  war  he 
says : 

"When  Congress  passed  the  transportation  act  of  1920  pro- 
viding for  the  consolidation  of  railroads,  it  was  prescribing  for  a 
very  sick  patient.  The  railroads  at  the  conclusion  of  the  war 
were  in  a  state  of  collapse.  They  had  all  the  symptoms  of  a 
serious  illness — ^the  wasting  effects  of  inefficiency  and  the  weak- 
ened pulse  of  credit.  The  clinical  fever  chart,  the  net  earnings 
of  the  railroads,  showed  a  tendency  that  apprently  warranted 
heroic  measures.  Using  1910  as  a  base  of  100,  the  net  earnings 
declined  from  118  in  1916  to  80  at  the  beginning  of  1920,  and  to 
59  at  the  end  of  that  year. 

"In  such  an  atmosphere  of  disorder  the  prescription  of  con- 
sohdation  was  indorsed  by  Congress  as  a  remedy  for  the  plight 
of  the  railroads. 

"Before  the  remedy  could  be  administered,  however,  the 
patient  got  well,  took  up  his  bed,  and  walked.  Using  the  same 
compaiison  of  net  eaiiiings  which  we  have  just  mentioned,,  we 
find  the  unmistakable  indications  of  recovery :  ^ 


1921,-. 
1923.--. 
1926—. 
1928-.. 


ladei  o( 
earnings 

—  100 

.--.  59 
....  110 
...  151 

...  149 


*  Based  on  annual  reports  of  the  Interstate  Commerce  Commission. 
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IMFHOVBIIBNT  RESULT  0¥  UBEEAL  CAPITAL  EXPEN0ITUHES  AND  RIGID 

"These  results  have  been  obtained  by  a  combination  of  liberal 

capital  ©xpenditiires  with  rigid  economy  in  operating  budgets. 
"In  the  years  1923-1929  the  capital  expenditures  of  Class  I 

riiihx)ads  were  as  follows^:  * 

Ciipltal  ezponditures 

- -.. $1,059,149,000 

- --- 874,744,000 

748,  191,  000 

885,086,000 

--- 771,562,000 

676,665,000 

- 853,721,000 
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If  24 

H>*0» ,____»_,_ __, 

1926 

1927 ,-. 

M'wJS%!j:m   'mi   --m   m-   'mm   mm   -m^   ^   »   mm.   mm   mm.   mm^   mm    mm.   mm.   -m,    mm    m^.    mm    -..•.«»,«. 


Total , , _ , 6,869,108.000 

"While  capital  outlays  were  mounting,  the  sMll  of  raUroad 
managers  was  exerted  to  reduce  costs  and  mcrease  operating 
efficiency.    B^ased  on  13  factors,  the  efficiency  averages  of  Class  I 

railroads  were^  as  follows: ' 

Efficiency 

average 

1922.. _ 96  5 

1^23 _.._ ,..._ 103.4 

1'924 , 104.  8 

1925 _ , 109  4 

1926- , :::::::::::::::  m.5 

W27 ,___ , 115.2 

1928 , 118.  9 

121.1 


"M.any  other  evidences  of  the  vitahty  of  the  American  rail- 
road position  to-day  can  be  found  in  the  statistics  of  operation 
and  in  the  indices  of  efficient  service  to  the  shippers.  It  lies 
beyond  the  scope  of  this  study,  however,  to  enter  into  a  discus- 
sion of  the  ways  and  means  by  which  railroad  recovery  since  the 
war  has  been  brought  about.  It  is  sufficient  here  to  observe 
the  conclusions  reached  by  Mr.  Herbert  Hoover,  as  Secretary 
of  Commerce,  in  1926:  * 

"  'Pl"obably  the  most  outstanding  single  industrial  accomplish- 
ment since  the  war  has  been  the  reorganization  of  our  American 
railways.  Our  transportation  service  was  not  only  demoralized 
by  Government  operation  during  the  war,  but  had  suffered 
chronic  car  shortages  and  insufficient  service,  not  only  after  the 
war,  but  for  many  years  before.  The  annual  loss  from  this 
periodic  strangulation  in  transportation  was  estimated  in  the 
department's  annual  report  of  1925  to  amount  to  hundreds  of 
millions  a  year.  The  insufficiency  of  transportation  interfered 
mith  steady  industrial  operations,  created  intermittent  employ- 
ment, increased  the  cost  of  i^roduction,  and,  through  periodic 
strangulation,  caused  high  prices  to  the  consumer.  Manufac- 
turers and  distributors  were  compelled  to  carry  excessive  inven-  ' 
tories  as  a  protective  measure,  thus  not  only  increasing  the 


•  Bureau  or  Railway  Ec»non:iics,  'Mise.  Series  51,  p.  18. 

■•  Bureau  of  Railway  Eeoiiomics,  Misc.  Series  51,  p.  21. 

•  Annual  Report  (1926). 


^-Si         u    7?!r^  ^^^  ^^^®  ^«®n  otherwise  the  case     *     *     * 

TESTS    OF   PUBLIC   INTEREST 

^^itrT^^'inl^.'^o^^-^  •^-*^»-  -  -*  forth ^ecausl 

•'I'  Will  fifJ^fi^  *°  *h  ^^PP?"^  and  to  the  public  be  improved  1> 
ened?  """"'  P"''*'**"  "^  ^^«  '^^^^  be  strengthl 

promotS  ^^^  ^"^"""^  economic  development  of  the  State  be 
A  =i,.!fv,^/'u°^*l-°^  transportation  be  lowered?" 
aliiadytl'p'iter"""  "^^  *"  '^^^'^  '""^  "'"-"^  g«^^«y«  h- 

ELEMENTS    FOR   CONSIDERATION 

pil^^ed^L^L^oSS'^H^'V'*;?"^**  ""*"'•  '°*«  »  consideration  of  a 
proposea  consolidation  and  which  are  not  often  dispiKSQpH  «f  Ur^^^k 

THE   HUMAN   ELEMENT 

Under  the  heading  "The  Human  Element"  he  savs- 
coll.    ^W*^""  '"^'^  a  railroad  stand  to  each  other' as  buver  and 
T^^-  aI^^  commodity  traded  is  transportation  service      Thk 

^^Z^Zt.Z"Z\  -7  r'  ^/  «t-dardized.    EachThippei^l 
requirements  are  individual  and  personal.     These  reoiiirprnpnt= 
mclude  such  detailed  items  as  switchin..  facihtfes    s?dh^tf  ^«^ 
supply,  specialized  equipment,  dispatch  of  movemcrf^^^ 
rou^w'i-'^*'  adjustments,  transit' arrangemZs  of  lil  k3 

rd^4yEZrZT.'^r '°S  r'f^  °J  shipment^anythii' 

KOodreffideX  «nH  In  L^^^^  ^?^  ^^^  ^''^PP^r  ^  niove  hit 

gooo^  eniciently,  and  to  hold  his  own  m  competitive  markets 

ever  do'nofT„f^f  "'%^^"^  ^^^  j"^*  l>^^°  mentiS,  how- 
V^aJ^  °^  *^¥  '^^^  °f  themselves.     They  result  from  such 

ordmary  personal  contacts  as  a  telephone  call  a  I^Pr  nl. 
conversation.  In  adjusting  these  detL  shipJiVs  natura  iV  like 
men'l^'f  ^  T'l^  ''^^Pr^We  officers  of  thf i"ilroad  S  tt 
In  h\,™T^*  only  knou-  the  local  problems  of  shipping  but  who 
also  have  the  authority  to  make  decisions. 
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"Directly  affecting  the  service  that  shippers  and  the  public 
buy  from  the  carriers  is  the  relationship  between  the  railroad 
executives  and  their  salesmen — tlm^  railroad  employees.  The 
public  is  probably  inclined  to  judge  the  railroads  more  by  the 
treatment  it  receives  at  the  hands  of  conductors,  brakemen, 
yardmasters,  and  station  agents  than  by  the  architectural  beauty 
of  their  municipal  terminals.  Before  a  railroad  can  sell  its 
8e,rvices  to  the  public  it  must  sell  itself  to  its  employees. 

^' Since  the  morale  of  emplojees  is  so  essential  in  the  railroad's 
ability  to  sell  its  one  commodity,  service,  no  carrier  can  afford  to 
ignore  its  importance.  Being  psychological  and  elusive,  morale 
can  be  induced  but  not  commanded.  It  grows  by  contacts  that 
are  not  strained.  It  reaches  its  highest  point  on  a  railroad  when 
the  employees  know,  and  have  confidence  in  the  executive  officers; 
when  the  men  in  the  shops,  in  the  yards,  and  on  the  trains  have  a 
sense  of  partnership,  even  with  the  'old  man,'  the  president  of  the 

/' Wliere  the  human  relationships  of  a  railroad  with  the  people 
with  whom  it  deals  are  satisfactorjr  they  should  not  be  disturbed 
unless  there  are  compensating  gains  unquestionably  assured." 

A   81fA:iiL   EAILROAB 

Under  the  heading-,  "A  Small  Railroad,"  he  discusses  the  views  of 
Commissioner  Eastman  and  Sir  Henrv  Thornton,  president  of  the 
Canadian  National  who,  he  says,  once  remarked  that  "A  large  rail- 
road IS  so  impersonal  that  it  is  like  a  gigantic  machine,  'mthnobody 
to  kick  and  no  soul  to  damn. ' "  Admitting  that  it  would  be  futile  to 
argue  that  a  smmll  railroad  ni««aiiiirily  is  successful  and  that  a  large 
-failroad  is  unsU'Cccssful  in  developing  mth  its  clients  the  contacts 

Aa-t  are  essential  to  'the  best  quality  of  the  trmsportion  service: 

"We  can  not  contemplate  the  modern  trend  in  business  de- 
velopments—branch banking,  chain  stores  and  trusts— without 
admitting  that  railroad  consolidation  is  a  phase  of  the  same 
movement.^    At  the  same  time  we  are  aware  that  centralization 
of  control  has  its  price.     That  the  price  is  too  high,  in  the  case 
■of  the  railroads,  is  the  opinion  of  nianv  who  are  in  accord  with 
Ae;views  of  Co'mmissioner  Eastman  and  Sir  Henry  Thornton." 
His  discussion  with  reference  to  the  views  of  labor  and  the  effect 
'Of  consolidations  upon  labor  are  presented  elsewhere  in  this  studv 
under  that  heading. 

ff  FFECTS  OF  CONSOLIDATION  ON  FINANCIAL  POSITIONS  OF  EOADS  UNCER- 

A  AIM 

The  report  contains  a  concise  analysis  of  the  financial  position  of 
rthe  Keading  Co.  and  of  that  of  the  Baltimore  &  Ohio,  and  in  this 
iconnection  makes  the  following  observation. 

"Although  the  present  financial  position  of  both  the  Reading 
and  the  Baltimore  and  Ohio  is  sound,  the  wholesale  consolidation 
of  railroads  would  introduce  new  elements  of  uncertainty  which 
must  be  considered. 

"Railroad  earnings  are  based  primarily  on  two  factors:  The 
volume  of  traffic,  and  skill  of  management.  The  first  determines 
income;  the  second  affects  costs.    Who  knows  in  what  way  the 
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SJ''wSj;*'''**^'l  ^i^  the  commission  might  alter  the  flow  of 
trasbc!  Who  can  teU  with  what  success  the  new  scheme  of 
management  would  function?  scneme  oi 

"The  proposal  t<>  r^oup  the  railroads  into  comparatively  few 

cfal  X^'T;?r*"?/.'^  uT^  with  strong  lines,  redrafting  finan- 
cial plans,  shifting  the  balance  of  competition,   altering  rate 

nl™"!!;.^*  ^°^'.°?,,*'"^  executive  personnel,  and  scramblini  both 
the  property  and  the  earmng  power  of  carriers.    At  a  time  when 

in!^  ^Z^}"  -  "^  ^l^''  <=?rriers,  motors,  and  airplanes  is  becom- 
^rT^t  ^"'T^;  when  the  rate  structure  is  being  revamped  in 
terms  of  a  mileage  basis;  and  when  the  possibifitv  of  unified 

^JX  «f  '''*  r^  ^^"^  ^l"^^^'^?  "'  *••*««  distribution-the- 
scheme  of  consohdation  adds  its  share  to  the  confusion.    Consoli- 

?oaro/'Am^Hl^„r"/'*  °^'  ^'"^  '^''  ^"**'  «*™"^«  «f  the  rdl- 
speSic  caS  "*'  *"'*'  *""'  ^*^       "^  ^^^  ^^"'*  ""'^^^  ^^  «°- 

o^'lH^A  "f"'^  T°"''^  *^^  "^'^'^  directly  involved  in  a  particular 
consohdation  have  new  traffic  and  financial  problems  to  face 
but  connecting  lines  as  well  would  be  concerned." 

ECONOMIES 

In  section  4  of  his  study  Doctor  Kidd  presents  very  concisely  th^. 

may  be  expected  from  the  consolidation  of  railroads  Th^^  ^jI^^ 
have  been  set  forth  in  the  quotations  from  thrtSmonJoTvS^ 
witnesses  given  at  the  hearings  before  both  bodies  of  Con^ei     He 

"Those  who  expect  economies  from  the  consolidation  of  rail 
Z'^J'V^^^T  the  following:  Concentration  of  shops,  u^Z 
fication  of  facilities,  reduction  of  empty  car  mUes  eliminat  oHf 
interchange  and  per  diem  accounting,  laree  scde  S^?n^ 
standardization  of.eqmpment,  direct  routi^,  reduction  i^t^e 
size  of  admimstrative,  labor  and  cIpmVaI  fn^oo    o!,!i        •        • 
advertising  and  solicitation  ^'  """^  '"^'"^  "» 

m  y^^h^^^'^^  °^-*'"^  '^}t°  f^*^  tJ^**  consolidation  will  result 
hL^^h^  economies  was  the  late  Senator  Cummins.  TestSw 
before  the  Senate  Committee  on  Interetaf«  Commerce  Senate? 

S,X^!.n,ft'H  ^'  1^^^^^*^  '^"^  ?»^«*'i  consolidation  iTtM^ 
•    ™r  «^.,r    T  T."^*  "^  "  ^*T"'S  "^  $100,000,000  to  $300,000,00» 
^fiT^Th  ^I^J^^  proposal  to  unify  the  Hill  roads  it  has  beea 
InX  hf  J^''*  the  amiual  savings  will  amomit  to  $10,000,000 

&  te '^S.r?l''ffi,Te\^ttoStuf  tlTSir 
route  across  the  State,  whkh  has  abeaTbel  ^ci^^dj 
?riJt  i„r  ^T-'^^'^\'>^  $30,000,000  in  the  Pittsbmih  X- 
TnL^ef^f  V^^  ""  "  ^fT''^  '?^  231,000,000  gross  ton-milef  The 
Interstate  Commer<^  Commission  in  its  di^ussion  of  the  Nickel 
Plate  merger  admitted  the  possibility  of  an  annual  savini-  on 
operatmg  e.xpenses  of  $6,000,000.  ^^  °'^ 

"Numerous  estimates  of  economies,  such  as  the  forepoinir 

may  happen     The  problem  is  of  such  moment  that  it  merits  a 

and  mfn  fan^^LT^t'^ffi^  statisticians,  accountants,  enSrs* 
and  men  familiar  vnth  traffic  and  operatmg  problems  of  rnilroadsr 
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'  In,  Great  Britain,  where  railroad  consolidation  has  been  in 
effect  since  1923,  we  find  the  same  conflicting  views.  On  the 
one  hand  there  is  the  opinion  that  amalgamation  ha®  *  produced 
inajiy  advantages.'  On  the  other  hand'  there  is  the  invective 
of  Lord  AloB,kawe:U.:  'The  claim  wWch  wm  made  that  amalga- 
mation would  produce  large,  economies  ♦  ♦  ♦  ig  one  more 
ilkistration  of  the  contempt  for  the  intelligence  of  the  public 
which  18  characteristic  of  the  railway  hierarchy.' 

•'Our  own  opinion  is  that  in  the  long  run  the  consohdation  of 
raiiroads  in  Groat  Bntain  will  produce  substantial  economies. 

Granting  that  there  are  undoubted  savings  to  be  accom- 
phshed  by  the  consolidation  of  railroads,  it  is  necessary  to 
.recognize  the  hmits  within,  wMch  economies  can  be  effected. 

1.  The  true  metsuM  of  the  economies  of  amalgamation  is 
not  the  gross,  but  the  net  savings  that  result  from  it.  Flt)m  all 
.gams  due  to  consolidation  the  attendant  losses  must  be  sub- 
tracted. Two  examples  of  this  principle  are  (a)  routing,  and  (b) 
capital  expenditure  resulting  from  consolidation. 

**  («)  In  certain  cases  consolidation  may  result  in  more  direct 
routm|,';  in  other  eases  it  may  lead  to  circuitous  routing  due  to 
the  principle  of  the  long  haul.  Only  after  a  careful  study  of  car 
movements  over  a  long  period  of  time  would  it  be  possible  to 
aay  whether  on  balance  there  .is  a.  gain  or  Iom  in  the  efficency  of 
rO'Uting.^ 

"  (b)  The  investment  of  capital  is  usually  implied  when  savings 
are  expected,  and  represents  the  price  of  economy.  This  ele- 
ment of  the  problem,  is  stressed  by  Sir  Josiah  Stamp,  president 
■of  the  liondon,  Midland  &  Scottish  R.ailw.ay,  who  in  discussing 
the  'glibly  given  and  blithely  estimated  economies  of  the  poli- 
ticians, says:  'People  talk  glibly  about  economies  but  it  is  not 
.realized  that  physically .  they  are  often  most  expensive  to  brino- 
about  and  need  considerable  capital  resources. ' 

*To  the  extent  that  consolidations  are  effected  by  issuinff 
bonds  to  finance  the  purchase  of  stock  of  the  subsidiary  coni^ 
panies,  fixed  charges  will  be  increased..  From  the  point  of  view 
of  the  stockholders  of  the  parent  companies,  therefore,  mergers 
.may  result  in  financial  structures  that  are  top  heavy  with  funded 
debte^.    . 

"2.  Based  on  the  experience  of  British  railway  consolidations, 
we  may  expect  little  if  any  reduction  in  prices  which  railroads 
wiM  have  to  pay  for  equipment.    In  England  the  purehases  of 

the  amalgamated  companies  are  usually  so  distributed  among 

producers  that  the  discounts  are  not  greater  than  they  were 
before  the  consolidation. 

"3.^  So  far  as  standardization  of  raihroad  equipment  is  con- 
'Ceraed,  probably  the  l&rgmt  economies  have  already  been 
achieved  through  the  Amencan  Hallway  Association. 

'*4.  As  for  administrative  exnenses,  there  are  limits  to  the  econ- 
omies that  can  be  effected.  The  enlarged  raihroads  proposed  by 
the  Interstate  Commerce  Commission  will  be  compelled  to  oper- 
ate as  divisions  or  re^ons.  These  regional  organizations  will 
have  many  of  the  administrative  features  of  local  railroads,  and 
■1^  probably  be  presided  over  by  vice  presidents  and  staff 
'Qlicers. 
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5.  The  possible  economies  of  consolidation  depend  on  the 
nature  of  the  railroads  involved :  Whether  parallel  lines  or  end- 
to-end.  In  the  former  case  unification  of  facilities  makes  possi- 
ble certain  savings  which  would  not  be  expected  in  case  the  lines 
were  complementary. 

"6.  Wliether  the  economies  of  consolidation  would  be  large 
or  small  would  depend  to  a  great  extent  on  the  policy  of  labor 
displacement  that  prevails."  ^      ^ 

•    If  ?^  'TT  f <>"^P^«t'e  discussion  of  effect  on  labor  see  that  heading 
m  tnis  study.)  ^ 

RATE  STEUCTUEE  IN  GENERAL  CONFORMS  TO  ECONOMIC  NEEDS 

Considering  the  theory  that  the  rate  structure  of  the  country  may 
be  revised  m  terms  of  the  economic  needs  of  the  country  as  a  whole 

l:r!i'*-^  ^u*"*^!  T  ^^"^^  ^.^^'"^^  ^^  ^^^^  »  diversified  traffic,  as  sug- 
psted  in  the  testimony  given  by  President  Hoover  at  the  hearinis 

Llrr  w'l''''''T^^??  ""^^^^^h  1924,  reference  to  which  has  heil- 
tofore  been  made,  Doctor  Kidd  suggests  that  the  rate  structure  in 
tne  country  m  a  general  way  now  conforms  to  the  principle,  that  the 
commission  is  instructed  imder  the  Hoch-Smith  resolution  to  apply 
t!/c!-'^T"^l^®  ""^^  structure;  that  the  Interstate  Commerce  Com- 
mission has  the  power  to  control  the  revision  of  rates  and  that  a 
JSr^fjl'*  structure  might  be  put  into  effect  without  changing  the 
Identity  of  existing  earners;  and,  finally:  s    5      « 

"If  it  is  impossible  to  create  a  rate  structure  in  terms  of  the 
broadest  economic  interests  of  the  country  as  a  whole  without 
who  esale  railroad  consolidation,  the  latter  should  be  suspended 
until  the  Interstate  Commerce  Commission  has  drawn  its  con- 
cliisions  from  the  completed  record  in  the  Hoch-Smith  invest!- 
gation  and  is  prepared  to  defend  consolidations  in  the  terms  of 
Its  findings. " 

FEW     BELIEVE     RATE     EEDUCTIONS     WILL     FOLLOW     CONSOLIDATIONS 

,1aH^«  V^^.P?'^'^.^'Y  ?l  ^l«*i^ction  of  rates  resulting  from  consoH- 
r^T^^  states  that  the  theory  that  rates  may  be  lowered  as  a 
result  of  consohdation  has  few  advocates.  In  this  connection  he 
quotes  frem  a  statement  of  Prof.  Winthrop  M.  Daniels,  of  Yale 

JSs:r?K4'^?^^^^^^    ""^  ^"'^"^  ^'  ^^^^^^^  ^^^^ 

"There  are  some  things  in  the  act  of  1920  about  whick  I  wish 
to  say  a  word  or  two  m  the  way  of  adverse  criticism.  I  think  it 
IS  true  that  the  passage  of  the  act  of  1920  with  its  permission  of 
railroads  to  consolidate  under  certain  cireumstances  was  based 
m  part  upon  the  Utopian  idea  that  drastic  reduction  of  operating 
expenses  could  readily  be  translated  into  substantial  reduction! 
m  the  general  level  of  rates.     There  never  was  any  sohd,  quan- 

wWlllJ^T-T  ''P'''?!  Y^'^'^.^H  «^P«<^tation  was  based.  A 
wholly  superficial  assimilation  of  railroad  transportation  to  indus- 
tries where  mass  production  and  minutely  specialized  fabrica- 
tion have  yielded  astounding  reductions  in  unit  costs  seems  to 
have  prompted  this  ill-staned  illusion.  Moreover,  experience 
smce  the  war  seems  to  have  established  two  facts:  Fiiit    that 
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the  notable  economies  in  railroad  tmasportation  have  been  real^ 
laed  IB  the  naain  through  methods  that  are  not  remotely  con- 
nected with  companv  consohdation ;  and  second,  that  the  gains 
actual  or  claimed,  for  consolidation  in  the  immediate  curtail- 

mant^of  .aggregate  expenses  are  so  modest  in  measure  as  to 
nittatiy©  th©  idea  that  they  can  be  the  speedy  harbingers  of  rate 
auctions.  This  is  not  to  sm  that  these  economies  should  not 
b©  promoted  and  encouraged  through  consolidation.    But  we 

should  cease  to  entertain  unfounded  anticipations  on  this  score.'* 

Me  does  believ©,  however,  that  in  certain  local  situations  shippers 

maglit  benefit  from  railroad  grouping  and  especially  where  a  penalty 

charge  is  assessed  on  two  line  hauls. 

CHIHt  MOTIVE   FOB   CONSOLIDATIONS   CONTROL  OP  TRAFFIC 

Going  from  inancial  economies  to  practical  economies  he  summa- 
Bzes  the  views  of  such  men  as  Mr.  Daniel  WiUard  which  have  here- 
tofore been  set  out  in  this  study  and  reaches  the  following  conclusion- 
From  opinions  gathered  from  ai  sources  we  are  convinced 
that  the  chief  motive  of  those  who  advocate  consohdations  is 
not^the  economies  that  may  be  expected  but  the  control  of 
teaffic  that  may  result." 
The  remainder  of  the  study  deals  largely  with  other  railroads 
opeming  in  th©  Stat©  of  Pennsylvania.     Reference  will  be  made  to 
some  of  these  under  the  heading  of  "Proposed  Consolidations." 

MOPOSED  CONSOLIBATIONS 

(Plaii  of  commission,  159  I.  C.  C.  522) 

Any  attempt  to  discuss^in  detail  the^^'eomplete  plan  of  consolidation 
of  the  conimission  would  be  not  only  impracticable  but  presumptuous 
1  honsands  of  pages  of  testimony  have  been  taken  and  several  years 
spent  m  study  by  members  of  the  commission  in  an  effort  to  formulate 
a  plan,  to  aay  nothing  of  the  work  of  Professor  Ripley.  The  fact 
that  the  commission  has  year  after  year  asked  to  be  relieved  from  the 
task  of  propanng  a  plan,  and  that  when  it  was  finally  promukated 
there  were  four  special  concurrences,  which  were  in  reafity  dissents^ 
indicates  the  practical  hnpossibility  of  devising  a  plan  with  which 
t^r©  will  not  be  siibstantial  disagreement.  A  few  of  the  major 
oilfewiices  of  opmion  may  well  be  noted. 

The  majority  opinion, 'without  any  statement  of  reasons,  groups 
the  railroads  of  the  country  (including  those  with  Canadian  conn ec- 
tioBs)  m,to  21  systems. 

Without  copying  the  entire  plan,  in  order  that  some  of  the  im- 
portant differences  of  opinion  mav  be  set  out,  there  are  listed  below 

tMe  UasB  1  roads  m  each  proposed  system,  with  notations  indicating 
roads  which  are  already  controlled  by  the  principal  road  or  roads  of 

each  system. 

The  ■wpwt  of  the  commission  states: 

"Wherever  in  this  report  a  railway  property  is  named,  unless 
an  exception  is  specifically  named,  it  is  intended  to  and  shall  be 
understood  as  mcluding  all  subsidiary,  owned,  controlled,  leased, 
or  operated  lin«."  ' 
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of  lystem?'^  ^^™^  ^^  ""^^  '^^''''^^^  ^''^^^''^  ''''''^'**'^  ^^  ""^"^  '"^^'^ 

System  No.  1.  Boston  <&  Maine 

Boston  k  Maine  Railroad. 
The  Delaware  k  Hudson  Co. 
Bangor  &  Aroostook  RaOroad  Co. 
Mame  Central  Railroad  Co. 

oXniu^^""^  ^"^^  ^'  *  ^*  ^-  ^'^^'''''^  ^^"'^^  ^^^*  ^ 

System  No.  2.  New  Haven 

Vl^Z\^nh  ^'^"^  ^4r^"  ^  Hartford  Railroad  Co. 
New  York,  Ontano  &  Western  RaUway  Co.  (S). 

bte^esT)  m.  ^^"^^^^^  I^^ilroad  Co.   (undivided  one-half 

The  Lehigh  &  Hudson  River  Railway  Co. 
Lehigh  &  New  England  RaOroad  Co. 

System  No.  3,  New  York  Central 

The  New  York  Central  Railroad  Co.,  including— 
Boston  k  Albany  Railroad  (S). 
The  Michigan  Central  Railroad  Co.  (S). 
Co  (sI  Cmcinnati,  Chicago  &  St.  Louis  Railwa 

The  Cincinnati  Northern  Railroad  Co.  (S). 
The  Pittsburgh  &  Lake  Erie  RaUroad  Co.  (S) 

Ti..i7^^'?^-     ^i>^M'^'*''*J?''^'!  ^  '^^^^  Haute  Railway  Co.  (S) 

tII  ^''f^'f'^f^^y  Co.  (except  Gilbert  Branch).  ^  ^  ^ 

The  Ulster  &  Delaware  Railroad  Co. 

Rutland  Railroad  Co.,  except  O.  &  L.  C.  division. 

The  Monongahela  Railway  Co.  (undivided  one-third  interest). 

System  No.  4.  Pennsylvania 

The  Pennsylvania  Railroad  Co. 

The  Long  Island  Railroad  Co.  (S). 

West  Jersey  &  Seashore  Railroad  Co.  (S) 

j^f i*^^^f  re,  Chesapeake  &  Atlantic  RaUway  Co.  (S) 

i^teresl)!!)!    ^'^''''^^^'^^  Railroad  Co.    (undivided  one-half 
'^^(SkT''''''^''^^^''  Railway  Co.  (undivided  one-third  interest) 

System  No.  5.  Baltimore  <&  Ohio 

The  Baltimore  &  Ohio  Raikoad  Co. 
Reading  Co. 

The  Central  Railroad  Co.  of  New  Jersey  (S^Readinjr) 
Buffalo  &  Susquehanna  Railroad  Corporation  (S). 
Atlantic  City  Railroad  Co.  (S-Readmg). 
The  Staten  Island  Rapid  Transit  RaOway  Co.  (S) 
Perkiomen  Railroad  Co.  (S-Reading). 
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Port  Reading  Railroad  Co.  (S-Readiiig). 

The  Chicago  &  Alton  Railroad  Co. 

Buffalo,  Rochester  &  Pittsbiiigh  Railway  Co.  (S). 

Detroit,  Toledo  &  Ironton  Railroad  Co.   (undivided  one-half 

in  lieresi*  i  • 

The  Detroit  &  Toledo  Shore  Line  Railroad  Co.  (undivided  one- 
half  interest). 
Chicago,  Indianapolis  &  Louisvill©  RaOway  Co.  (undivided  one- 

uaii  mtierest/. 
Trackage  rights  over  Western  Maryland  between  ShippensburE. 

^  Pa.,  and  Cherry  Run,  W.  Va. 
The  Monongahela  Railway  Co.  (undivided  one-third  interest) 

(Sl/3) 

System  No,  6,  Chesapeake  S  Ohio-Nickel  Plate 

The  Chesapeake  &  Ohio  Railway  Co.  (excluding  Chesapeake  & 

Ohio  Railway  Co.  of  Indiana). 
The  Hocking  Valley  Railroad  Co.  (S). 
Pere  Marquette  Railway  Co.  (S). 

Erie  Railroad  Co.   (Including  Chicago  &  Erie  Railroad  Co., 
New  York,  Susquehanna  &  Western  Railroad  Co.,  and  New 
Jersey  &  New  York  Railroad  Co.). 
The  Delaware,  Lackawanna  &  Western  Railroad  Co. 
The  New  York,  Chicago  &  St.  Louis  Railroad  Co. 
Bessemer  &  Lake  Erie  Railroad  Co. 
The  Pittsburij  &  Shawmut  Railroad  Co. 
Chicago  &  Illinois  Midland  Railwav  Co. 

The  Detroit  &  Toledo  Shore  Line  Rdlroad  Co.  (undivided  one- 
half  interest). 
Also  the  following  trackage  rights: 

Over  the  Baltimore  &  Ohio  from  Dayton,  Ohio,  to  Hamilton 

and  Cincinnati,  Ohio,  and  Indianapolis,  Ind. 
Over  the  Southern  from  Orange,  Va.,  to  Potomac  Yards,  Va. 
Over  the  Cleveland,  Cincinnati,  Chicago  &  St.  Louis,  and 
Baltimore  &  Ohio,  from  Rushville,  Ind.,  to  Louisville,  Ky. 
Over  the  Louisville  &  Nashville  from  Lexington  to  Louis- 
^  ville,  Ky. 
Detroit  &  Mackinac  Railway  Co. 

System  No,  7,  Wabash-Seahoard 

abash  Railway  Co. 

.Lehigh  Valley  EmilroEcl  Co. 

The  Wheeling  &  Lake  Erie  Railway  Co. 

The  Pittsburgh  &  West  Virginia  Railway  Co. 

Western  Maryland  Railway  Co. 

The  Akron,  Canton  &  Youngstown  Railway  Co. 

Toledo,  Peoria  &  Western  Railroad. 

The  Ann  Arbor  Railroad  Co.  (S-Wabash). 

Norfolk  &  Western  Railway  Co. 

Seaboard  Air  Line  Railway  Co. 

Detroit,  Toledo  &  Ironton  Railroad  Co.  (undivided  one-half  in- 
terest) 
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'^^'''Av!wl!°'S°^  trackage  rights: 

Over  to  rr^7i''^"?4?'"  Logansport  to  Effner  Ind 

p^  umg  Det\vcen  biiippensburg  and  Harrisburg, 

Over  the  Pennsylvania  from  Harrisbnro-  tr.  l?^«i    -n     t^ 

Uv  er  the  Reading  from  South  Bethlehem  to  Phnj/i  i.-     r, 
OveMhe  Pennsylvania  from  DelK^Slu^o.WoSt^i 

System  No.  8.  Atlantic  Coast  Line 

Atlantic  Coast  Line  Railroad  Co. 

Louisville  &  Nashville  Railroad  Co   (S) 

The  Nashville   Chntfnnn^^o  *  qV  t  ^   ■    ^  ., 

Clinchfield  Railroad  Co   (S^  ^""'^  ^^''^^^  (S). 

^}^^^■^^  Birmingham  &  Coast  Railroad  Co   CSI 

N«i'm"'''''  ^  Northern  Railroad  Co  ^^• 

ChZ2'}'TJ^'^^'  ^'°'•*hern  Railroad  Co   (S) 
nnt?'   I"4'anapohs  &  Louis^-ille    Railwav   Co     r„n  r  • .    , 
one-fourth  interest)  ^vanway    t^o.     (undivided 

Charleston  &  Western  Carohna  Railwav  Co 
Mississippi  Central  Railroad  Co  "^ 

System  No.  9.  Southern 
Notr£&£°iS'S'^S  ^'^'^^'^  *  Ohio  Railroad  Co.). 
FffiaSro^lt^Rlte/c";  ^''"^'•"'^  ^-^^i"«  ^  Harriman). 

^t:?^W;SnTert?  *   ^'"^-"^^    R-'-^  Co.    (undivided 
Georgia  &  Florida  Railroad. 

System  No.  10.  niinms  Central 

JP'fois  Central  Railroad  Co. 

Gulf  &  Ship  Island  Railroad  Co.  (S) 

The  Mmneapolis  &  St.  Louis  RaUroad  Co 

Tennessee  Central  Railwav  Co   (Nfl^^J^i  \    „     .. 

St.  Louis  Southwestern  RYiliayS"^  *°  Hopkinsville). 

bt.  Louis  Southwestern  Railway  Co'  of  Tpv«= 

Louisiana  Railway  &  Navigation  Co.  of  TexTs. 

System  No.  11.  Chicago  db  North  Western 
Chicago  &  North  Western  Railway  Co 

Mobile  &  Ohio  Railroad  Co  ^ 

Columbus  &  Greenville  Railway  Co.   " 
Lake  Superior  &  Ishpeming  Railroad  Co 
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Spl€TO  ,i\'#.  li,  Cfreai  NoHhtrn-Norikern  Pacific 

Great  Northem  Eailway  Co. 

Northern  Pacific  Railway  Co. 

Spokane,  Portland  &  Seattle  Railway  Co.  (S-Both). 

Sysfern  Ah.  IS.  MMtmukee 

Chicago,  Milwaukee,  St.  Paul  &  Pacific  Railroad  Co. 

Duluth,  ^f  issabe  &  Northern  Railway  Co. 

The  DiiJuth  &  Iron  Range  Rail  Road  Co. 

System.  Ah,  I4.  BurUngton 

Chicago,  BurMngton  4  Quincy  Raihoad  Co. 
The  Colorado  &  Southern  Railway  Co.  (S). 
Fort  Worth  &  Denver  City  RaOroad  Co.  (S). 

Quincy,  Omaha  &  Kansas  City  Railroad  Co.  (S).    . 

Green  Bay  &  Western  Railroad  Co. 

Missouri-Kansas-Texas  Railroad  Co. 

Missonri-Kansas-Texas  Railroad  Co.  of  Texas. 

The  Trinity  A  Brazos  Valley  Railway  Co.  (undivided  one-half 

interest)  (Sji). 

SfMem  No,  15.  Unim  Facijic 

Union  Pacific  Railroad  Co. 

.Los  Angeles  &  Salt  Lake  Railroad  Co.  (S). 

■Oregon  Short  One  Railroad  Co.  (S). 

Qpegon-Washington  Railroad  <Sr  Navigation  Co.  (S). 

St.  Joseph  &  Grand  Idand  Miilway  Co.  (S). 

The  Kansas  City  Southern  Railway  Co. 

Texarkana  &  Fort  Smith  Railway  Co.  (S). 

Utah  Railway  Co. 

Bingham  &  Garfield  Railway  Co.  (undivided  one-half  interest). 

Sysiem^  No,  16,  Southern  Pmific 

Southern  Pacific  Co. 

Texas  &  New  Orleans  Railroad  Co.  (S). 

Northwestern  Pacific  Railroad  Co.  (S). 

San  Diego  k  Arizona  Railway  Co. 

Nevada  Northern  Railway  Co.  (undivided  one-half  interest). 

System  No.  17.  Santa  Fe 

The  Atchison,  Topeka  1%  Santa  Fe  Railway  Co. 
Gnlf,  Colorado  &  Santa  Fe  Ruilwav  Co.  (§). 
Kansas  City,  Mexico  &  Orient  Railway  Co.  (S). 
Kansas  City,  Mexico  &  Orient  Railway  Co.  of  Texas  (S) 
Panhandle  &  Santa  Fe  Railway  Co.  (S). 
Chicago  Great  Western  Railroad  Co. 
Missouri  North  Arkansas  Railway  Co. 
Midland  Valley  Railroad. 
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Missouri  Pacific  Railroad  Co. 

New  Orleans,  Texas  &  Mexico  Railway  Co.  (S) 

The  Beaumont,  Sour  Lake  &  Western  Railway  Co   (S) 

Internatioiial  &  Great  Northern  Railroad  Co.  (S)     ^^' 

t:    i'T'  ?^^wnsyille  &  Mexico  Railway  Co.    S).' 

San  Antomo,  Uvalde  &  Gulf  Rail^^^^         (S). 

Ihe  Texas  &  Pacific  Railway  Co.  (S) 

Kansas,  Oklahoina  &  Gulf  Railway  Co. 

Fort  Smith  &  Western  Railway  Co. 

The  Western  Pacific  Railroad  Co 

The  Denver  &  Rio  Grande  Western  Railroad  Co.  (SK). 

The  Denver  &  Salt  Lake  Railway  Co.  ^ 

Missoun-Ilhnois  Railroad  Co. 

NeTidTNtE^^  ^r  ^T^Tt^  ^^^^^^^^  i^^^^e^t). 

i>evaaa  iNorttiern  Railroad  Co.  (undivided  one-half  interest). 

System  No.  19.  Rock  Island-Frisco 

The  Chicago,  Rock  Island  &  Pacific  Railway  Co. 

The  Chicago,  Rock  Island  &  Gulf  Railway  Co.  (S) 

St.  Louis-San  Francisco  Railway  Co. 

Fort  wSfh^l  S^^^^^'*^^^  Texas  Railway  Co.  (S-Frisco). 

I^nliT^f  i  \  f  "^  ^'^"""^^^  ^^'^^^J  Co.  (S-Frisco).  ^ 

iiouisiana  &  Arkansas  Railway  Co 

%S*^sYr^.  ""'"'^  ^"'"''^  ^°-  (""'"-'^^d  one-half 
Louisiana  Railway  &  Navigation  Co 
Wichita  Falls  &  Southern  Railroad  Co. 

System  No,  20,  Canadian  National 

Canadian  National  Railway  Co.  lines  in  New  England 
Central  Vermont  Railway  Co.  (S)  J^ngiana. 

Duluth  WinmW  &  Pacific  Railway  Co.  (S) 
Grand  Trunk  Western  Railway  Co.  (S). 

System  No.  M.  Canadian  Pacific 

Canadian  Pacific  Railway  Co.  fines  in  New  Endand 
Spokane  International  Railway  Co   (S)         ^"^'*^^- 
Minneapohs,  St.  Paul  &  Ste.  Marie  Railway  Co   (<^\ 
Duluth,  South  Shore  &  Atlantic  RaiCay  Co.  (S).^^' 

NEW  ENGLAND 

syst^'ems'"''  ^'^^''''^  ''''^'"'^  '^'  commission  groups  the  roads  in  two 
Commissioner  Eastman  sees  no  reason  for  intprfprino-  wWk  fi. 
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:L*Hgli  .&  Hudson,  and  Lehigh  &  New  England  would  be  sufficient  to 
offset  the  probable  cost  of  their  acquisition. 

Commissioner  Porter  favors  the  unification  of  ai  the  New  England 
rail  hnes  into  a  aingle  comprehen8i.ve  system.  He  objects  to  the 
aM,ocatioii,  of  the  Delaware  &  Hudson  to  the  New  England  groups 
because  of  the  limitation  of  competition. 

Professor  Ripley  had  suggested  a  trunk-line  plan,  by  which  the 
Boston  &  Mame  should  he  consoHdated  with  his  proposed  Erie 
system,  and  the  Maine  Central  and  the  Bangor  &  Aroostok  with  the 
New  York  Central,  connection  being  obtained  over  the  lines  of  the 
Boston  &  Maine;  but  favored  a  single  New  England  system  embracing 
the  New  Haven,  the  B«ton  &  Maine,  the  Maine  Central,  and  the 
Bangor  &  Aroostok.  The  Boston  &  Albany  and  the  Grand  Trunk 
were  to  be  left  as  competitors. 

The  tentative  plan  of  the  commission  proposed  a  single  group 
plan,  quite  similar  to  that  proposed  by  Professor  Eipley,  with  an  alter- 
native plan,  adding  the  Delaware  &  Hudson;  Ulster  &  Delaware; 
Delaware,  Lackawanna  &  Western;  Buffalo,  Kochester  &  Httsburgh; 
"|te«>W:rg  &  Shawmut;  and  Pittsburg,  Shawmut  &  Northern,  making 
a  New^ England-Great  Lakes  system. 

It  will  thus  be  seen  that  there  is  a  wide  divergence  of  opinion  as  to 
this  territoiy  alone,  and  while  the  commission  has  endeavored  to 
meet  the  objections  to  a  single  system  based  on  suppression  of  com- 
petition, and  apparently  adopted  the  theory  that  New  England 
should  h©  assured  of  competitive  contiitions  by  having  its  roads  left 
free  to  deal  with  all  outside  roads,  it  has  found  it  necessary  to  include 
Ih©  Delaware  &  Hudson  in  the  New  England  svstcms  thereby  mini- 
niizmg  the  competition  it.  is  seeking  to  preserved 

EASTERN  TERRITOEY 

In  eastern  territory,  the  disagreement  is  more  marked.  The 
commission  plan  provides  for  the  five  systems  outlined  above. 

DISAGREEMENT  AS   TO   NUMBER   OW   :SYSTEM8 

Commissioner  Porter  disagrees  most  strenuously  with  the  "fifth 
OTstem"  plan,  and  especially  as  to  the  make-up'  of  the  proposed 

Wabash-Seaboaixl  system,  saying:  "Any  unbiased  mind  must  be 
impreBsed  with  the  absolute  futility  of  the  allocation  as  pioposed  by 
the  majority."  In  his  opinion  the  railways  in  eastern  territory 
should  be  so  grouped  as  to  create  systems  outside  the  New  York 
Central  and  Pennsylvania  of  approximately  equal  strength  and 
conaparable  in  size,  and  the  onlv  proper  plan  of  consolidation  in  that 
territory  is  one  providing  for  the  retention  of  the  Pennsylvania  and 
New  York  Central  and  the  creation  of  two  additional  svstems,  which 
he  has  proposed  be  formed  as  the  Baltimore  &  Ohio  aid  the  Chesa- 
peake &  Ohio  systems. 

Coinmissioner  Ewtman,  on  the  other  hand,  seeing  no  reason  for 
bnildiiig  up  systems  equal  in  size  to  the  Pennsylvania  and  New  York 
Central  suggests  seven  systems  in  addition  to  the  two  large  ones,  on© 
of  these  being  lai'gely  a  southern  system. 

Professor  Ripley  favored  five  systems,  differing  considerably, 
however,  from  those  proposed  in  the  linal  plan  of  the  commission. 
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READING 


The  comimssion  plan  and  that  suggested  by  Commissioner  Porter 
both  propose  the  inclusion  of  the  Reading  system  in  the  Baltimore  A 
Ohio  system.  Commissioner  Eastman  believes  that  a  separate  Read- 
ing system  should  be  created,  composed  of  the  Reading,  the  Central 
of  New  Jersey,  the  Western  Maryland,  and  the  Lehigh  &  Hudson, 
llus  consohdation  as  proposed  by  the  commission  has  aroused  great 
opposition,  and  a  great  part  of  Doctor  Kidd's  studv  is  devoted  to  it, 
^^®,f{jL^®  ^^  ^^  ^^^  comprehensive  analysis,  he  says: 

We  can  not  see  in  this  proposal  a  'clear  and  strong  showing 
of  pubhc  gam '  from  the  standpoint  of  the  State  of  Pennsylvania, 
and  therefore^oppose  the  consolidation  of  the  Reading  and  the 
Baltimore  &  Ohio." 

NORFOLK   4   WESTERN 

The  Pennsvlvania  owns  43.34  per  cent  of  the  total  outstanding 
common  stock  of  the  Norfolk  &  Western,  one  of  the  most  profitable 
roads  of  the  country.     This  road  has  been  affiliated  with  the  Pennsvl- 
vania  for  neariy  30  3-ears.     The  commission  plan  proposes  to  place 
the  Norfolk  <fe  Western  in  the  Wa  bash-Sea  board  system.     Commis- 
ffloner  J^.astman  would  require  its  separation  from  the  Pennsvlvania. 
Commissioner  Porter  would  leave  it  in  the  Pennsylvania  Vstem. 
Frofessor  Ripley,  while  indicating  his  belief  that  the  Norfolk  &  West- 
ern was  a  connection  of  the  Pennsylvania  and  not  a  competitor, 
hnally  recommended   that  it  be  consolidated  mth  the  Viroinian 
but  the  commission  in  1926  denied  the  application  of  the  Norfolk  & 
Western  to  control,  by  lease,  the  Virginian  on  the  ground  that  the 
roads  were  highly  competitive,  and  that  the  Virginian  more  properiy 
fitted  m  with  the  Chesapeake  &  Ohio  (117  I.  C.  C.  67).     However 
under  the  complete  plan,  the  Virginian  is  placed  in  the  New  York 
J^entral  system  by  the  commission  order.     Commissioner  Eastman 
18  m  doubt  as  to  its  proper  disposition,  suggests  that  it  be  left  alone 
but  given  a  physical  connection  ^ith  the  Kanawha  &  Michigan  line 
of  tJie  New  York  Central,  with  the  thought  that  if  the  Chesapeake 
&  Uhio  were  converted  into  an  independent  system,  the  Virmnian 
could  be  made  a  part  of  it  without  detriment  to  the  public  interest. 
Commissioner  Porter  agrees  with  the  assignment  to  the  New  York 
Central     Doctor  Kidd  concludes  that  the  Norfolk  &  Western  should 
retam  Its  long-tmie  affihation  with  the  Pennsylvania,  and  in  case  of 
consolidation  that  it  should  become  part  of  the  Pennsylvania  system. 

Ijehigh  valley 

The  Lehigh  Valley  is  included  in  the  proposed  Wabash-Seaboard 
system  b^r  the  plan  of  the  commission.  Commissioner  Porter  sug- 
gests placing  It  in  the  New  York  Central  system.  Commissioner 
H^astman  although  conceding  that  the  Lehigh  and  the  Lackawanna 
are  parallel  and  competing  lines,  suggests  their  combination  as  in- 
volving less  loss  of  competition  than  the  proposed  combination  of 
the  Ene  and  Lackawanna.  Professor  Ripley  proposed  to  add  strength 
to  the  Ene  by  consohdating  the  Lehigh  with  it.  Doctor  Kidd  con- 
cludes that  from  the  standpoint  of  the  State  of  Pennsylvania  it  should 
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remain  an  independent  railroad.  To  further  complicate  the  situation, 
it  appears  from  the  statement  of  Commissioner  Porter  in  his  concur- 
ring opinion  on  the  consolidation  plan  that  the  Pennsylvania  directly 
itoJ  indirectly  owns  or  controls  a  majority  of  the  stock  of  the  Wabash, 
and  owns  a  substantial,  if  not  a  controlling  interest  in  the  Lehigh, 
and  a  complaint  has  been  issued  by  the  commission  against  the  Penn- 
sylvania by  reason  of  such  stock  ownersliip  in  the  two  roads  mentioned. 

CHESAPEAKE   4   OHIO-NICKEL  'PLATE   SYSTEM 

By  the  complete  plan,  the  Chesapeake  &  Ohio,  the  Erie  system, 
'the  Lackawanna,  and  the  Nickel  Plate  nm  grouped  in  system  No.  6. 

Commissioner  Porter  agrees  with  the  general  plan  as  to  the  assign- 
ment of  the  roads  refeirea  to  in  this  paragraph.  Commissioner  East- 
man favors  the  combination  of  the  Erie  and  Nickel  Plate  even  though 
they  are  parallel  and  competing  lines,  but  believes  that  the  common 
control  of  the  Chesapeake  &  Ohio  and  Erie  systems  should  be  termi- 
nated. Chairman  McManamy  does  not  believe  that  the  Erie  and 
Nickel  Plate,  or  the  Lackawanna  and  Erie,  which  are  parallel  and 
competing  lines,  may  lawfully  be  consolidated.    He  says: 

"None  of  these  are  weak  lines  and  no  reason  exists  for  their 
ooBSoidation  except  to  create  bigger  systems." 

Professor  Mipley's  plan  was  to  combme  the  Erie,  the  Lehigh  Valley, 
and  the  eastern  hdf  of  the  Wabash  in  one  system  and  the  Lackawanna, 
the  Nickel  Plate,  and  the  Clover  Leaf  in  another,  with  the  Chesapeake 
&  Ohio  as  a  separate  system.  The  commission  in  1926  denied  the 
application  of  tlie  Nickel  Plate  to  control  the  Chesapeake  &  Ohio, 
the  Pere  Marquette  and  the  Erie,  on  the  ground  that  the  consider- 
ation, terms  and  conditions  were  not  found  just  and  reasonable  (105 
L  C.  C.  425),  and  in  1928  denied  the  application  of  the  Chesapeake  & 
Ohio  to  acquire  control  of  the  Erie  as  not  in  the  public  interest  (138 
I.  C.  C.  537),  but  permitted  the  acguisition  of  the  Hocking  Valley 
and  Pere  Marquette.  Doctor  Kidd  is  of  the  opinion  after  his  study 
that  because  of  the  improvement  in  management  of  the  Erie  under 
the  Van  Sweringen  control,  and  since  the  Erie  should  be  grouped  with 
Other  earners  to  hold  ite.  position  in  eastern  territory,  the  suggested 
allocation  should  stand. 

New  Four-System  Plan 

Since  the  preparation  of  the  foregoing  it  has  been  announced  that 

the  executives  of  the  four  leading  railroad  systems  operating  in  east- 
em  territory  have  agreed  upon  a  consolidation  program  calling  for 
the  formation  of  four  eastern  railroad  systems  with  assignments  of 
'the  principal  Class.  I  roads  as  foUows: 

To  the  New  York  Central,  the  Delaware,  Lackawanna  &  Western 
Railroad,  and  a  direct  connection  with  the  Virginian  Railway  at 
Deepwater,  including  joint  rates  and  routes  over  that  railway. 

To  the  Pennsylvania,  the  Wabash,  the  Detroit,  Toledo  &  Ironton, 
and  the  Norfolk  &  Western,. 

To  the  Baltimore  &  Ohio,  the  Ann  Arbor  Railroad,  the  Reading  and 
Central  Railroad  of  New  Jersey,  the  Western  Maryland,  Buffalo, 
Rochester  &  Pittsburgh,  the  Buffalo  &  Susquehanna,  the  Lehigh  & 
Hudson  River,  and  the  Chicago  A  Alton. 
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To  the  Chesapeake  &  Ohio-Nickel  Plate  system  and  the  Hocking 
Valley  will  be  added  the  Erie  Railroad,  the  Bessemer  &  Lake  Erie, 
the  Pere  Marquette,  the  Wheeling  &  Lake  Erie,  the  Chicago  &  East- 
era  Illinois  and  the  Lehigh  Valley,  with  certain  rights  to  the  Pennsyl- 
vania on  the  Lehigh  Valley. 

The  Grand  Trunk  western  lines  are  to  continue  with  the  Canadian 
National  Railways. 

CLASS  I   ROADS   JOINTLY   CONTROLLED 

The  Lehigh  &  New  England,  Delaware  &  Hudson,  Monongahela, 
Montour,  Pittsburgh  &  West  Virginia  and  Pittsburgh,  Chartiers  & 
Youghiogheny  are,  under  the  proposed  plan,  to  be  jointly  controlled 
by  the  four  principal  systems. 

MATTERS   UNDISPOSED    OP 

Such  matters  as  the  question  of  granting  certain  trackage  rights  to 
the  Pennsylvania  over  the  Nickel  Plate  along  the  southern  shore  of 
Lake  Erie  are  yet  to  be  decided,  and  the  disposition  of  the  Virginian 
is  not  determined  in  the  proposed  plan. 

CLASS  I  ROADS  NOT  MENTIONED 

The  following  Class  I  roads,  classified  in  the  statistics  of  the  Inter- 
state Commerce  Commission  as  being  in  eastern  territory,  and  not 
considered  New  England  roads,  were  not  mentioned  in  the  announce- 
ment of  the  proposed  plan : 

Detroit  &  Toledo  Shore  Line. 
Pittsburg  &  Shawmut. 
Chicago  &  Illinois  Midland. 
Detroit  &  Mackinac. 
Akron,  Canton  &  Youngstown. 
Chicago,  Indianapolis  &  Louisville. 
Pittsburg,  Shawmut  &  Northern. 
Elgin,  Joliet  &  Eastern. 
lUinois  Terminal  Company. 

Ulster  &  Delaware  (not  mentioned  in  announcement  but 
shown  in  maps  and  tables  attached  to  Congressman  Parker's 
speech,  referred  to  infra,  as  to  be  acquued  by  New  York 
Central). 

STATEMENT  OF  EXECUTIVES   OP  SYSTEMS 

In  a  letter  informally  presenting  the  plan  to  the  Interstate  Com- 
merce Commission  the  presidents  of  the  Pennsylvania,  the  New  York 
Central,  the  Baltimore  &  Ohio,  and  the  Chesapeake  &  Ohio  quote 
from  that  portion  of  the  opinion  of  the  commission  on  the  complete 
plan  of  consohdation  (159  I.  C.  C.  522),  stating  among  other  things: 

Section  6  provides  that  after  we  have  adopted  our  plan,  as  we  here  do  we 
may,  either  upon  our  own  action  or  upon  application,  reopen  the  matter  for  such 
changes  or  modifications  as  in  our  judgment  will  promote  the  public  interest. 
Such  applications  will  afford  opportunity  for  further  consideration  upon  ade- 
quate and  recent  records  of  the  various  parts  of  the  plan. 
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Fbllomieg  tliis  quotation  they  say; 

Following  the  publication  of  this  opinion,  the  representatives  of  the  Penn- 
wlvaaia,  Baltimore  &  Ohio,  Chesapeake  A  Ohio,  Nickel  Plate,  and  New  York 
Centnil  ayiteias  have  had  a  number  of  conferences  on  this  subject.  The  sugges- 
tions of  the  commission  contained  in  the  above  quotation,  that  changes  and 
modifications  might  be  approved  by  the  commission  as  promoting  the  public 
interest,  has  led  to  an  attempt  to  provide  within  the  limits  of  a  4-party  plan 
ihe  alloeation  of  nearly  all  the  properties  in  accordance  with  what  we  conceive 
to  be  the  principles  foUowed  by  the  commission  in  its  5-party  plan. 

Ai  a  result  of  these  negotiations,  an  agreement  covering  the  allocation  of  the 

ffincipal  carriers  in  the  eastern  group  (excluding  New  England)  has  been  reached. 
his  agreement  is  interdependent  and  could  not  have  been  reached  upon  any 
different  basis  of  allocation.  Probably  no  single  one  of  the  groups  herein  pro- 
posed is  exactly  what  those  interests  in  such  a  grouping  would  wish  it  to  be.  In 
order  to  reach  a  common  understanding  it  has  repeatedly  been  necessary  for  all 
df  the  interests  involved  to  make  concessions.  It  is  believed,  however,  that 
eaeh  of  the  systems  resulting  from  the  grouping  we  suggest  will  be  able  to  operate 
•iiciently,  maintain  its  credit,  and  serve  the  public  better  than  the  same  amount 
of  mfleage  operated  In  a  less  eoordlnated  manner  m  at  present. 


SITUATION  MOftE  COMPLICATED 


A  study  of  this  proposod  progrftin  has  not  been  completed. 
©var,  the  situation  has  become  still  more  complicated. 


How- 


suggested   PLAN   DIFFERS  KADICALLY  FROM  COMMISSION  PLAN 

The  proposed  plan,  of  course,  does  not  correspond  to  the  complete 
plan  of  the  commission.     The  Wabash,  Lehigh  Valley,  Wheeling  & 

Lake  Erie,  Pittsburg  &  W«t  Virginia,  Western  Maryland,  Ann 
Arbor,  and  Norfolk  &  Western,  the  principal  constituent  roads  of  the 
proposed  Wabash-Seaboard  system  are  distributed  among  the  four 
systems  as  above  noted,  except  that  the  Pittsburg  &  West  Virginia 
is  to  be  jointly  controlled.  The  Lackawanna,  which  under  the  plan 
of  the  commission  was  to  become  a  part  of  the  Chesapeake  &  Ohio- 
Nickel  Plate  system,  goes  to  the  New  York  Central;  the  Lehigh  & 
Hudson,  assigned  by  the  commission  to  the  New  Haven  svslem  goes 
to  the  Baltimore  &  Ohio ;  and  the  Chicago  &  Eastern  Illinois,  assigned 
by  the  commission  to  the  Chicago  &  Northwestern,  it  is  proposed, 
shall  become  part  of  the  Chesapeake  &  Ohio-Nickel  Plate  system. 

NEW   PLAN   INCONSISTENT   WITH   ORIGINAL   RIPLB¥   PLAN 

Foiowing  the  announcement  of  the  proposed  four-system  plan, 

Professor  Wm.  Z.  Ripley,  of  Harvard,  who  prepared  the  original  plan 
for  the  Interstate  Commerce  Commission  and  whose  magazine  article 
luiging consolidations  has  been  quoted,  issued  a  statement  fully  approv- 
ing the  proposed  four-system  plan.  In  his  plan  as  submitted  to  the 
eommission,  Professor  Ripley  provided  for  five  systems  in  eastern 
territory.   His  proposed  systems  were  as  follows : 

.New  York  Central  system: 

Existing  New  York  Central  system  less  Lake  Erie  &  Western, 
Toledo  &  Ohio  Central,  Kanawha  &  Micliigan;  with  the  Rutland 
Railroad  and  possibly  the  Worcester,  Nashua  &  Portland  added. 

Pennsylvania  system : 

Existing  Pennsylvania  system.    (Not  Norfolk  &  Western.) 


Baltimore  &  Ohio  system : 

Existing  Baltimore  &  Ohio  system,  Chicago,  Indianapolis  & 
Louisville  (Monon),  Reading,  Central  of  New  Jersey.  (Not 
Western  Maryland.) 

Erie  system : 

Existing  Erie  system,  Delaware  &  Hudson,  New  York,  Ontario 
&  Western,  Lehigh  Valley,  Wabash  Eastern  lines,  Bessemer  & 
Lake  Erie. 

Nickel  Plate  system: 

Existing  Nickel  Plate  system  (New  York  &  Chicago  &  St. 
Louis):  Delaware,  Lackawanna  &  Western;  Toledo,  St.  Louis  & 
Western  (Clover  Leaf);  Lake  Erie  &  Western;  WheeHng&  Lake 
Erie;  Pittsburgh  &  West  Virginia;  Western  Maryland;  Buffalo, 
Rochester  &  Pittsburgh. 
Some  of  Professor  Ripley's  comments  in  his  opinion  are  interesting 
in  view  of  his  present  position. 

Discussing  the  possible  inclusion  of  the  Erie  and  Nickel  Plate- 
Lacka wanna  in  one  system  he  says: 

"To  this  procedure  there  are  two  objections  of  decisive 
importance.  The  first  is  that  the  Erie  and  Nickel  Plate-Lacka- 
wanna,  with  their  extensions  to  St.  Louis,  as  above  described, 
parallel  each  other  almost  completely  from  end  to  end,  without 
at  the  same  time  being  near  enough  together  to  produce  the 
possible  advantage  of  joint  operation.  *  *  *  Another 
reason  urged  for  throwing  all  of  these  lines,  except  the  Pennsyl- 
vania, New  York  Central,  and  Baltimore  &  Ohio,  into  a  single 
system  is  that  their  aggregate  tonnage  would  then  just  about 
equal  that  of  the  Pennsylvania  system.  *  *  *  Considering 
the  detached  character  of  many'  of  these  properties,  a  hetero- 
geneous, aggregation  altogether  surpassing  possibihty  of  efficient 
management  would  certainly  be  produced.  It  is  beUeved, 
therefore,  that  five  systems  rather  than  four  will  best  satisfy  the 
needs  of  the  territory  in  the  years  to  come.     *     *     * 

"All  things  considered,  especially  having  in  view  the  fact  that 
most  of  the  trunk-line  business  of  future  years  is  likelv  to  accrue 
to  these  existing  companies,  it  is  believed  that  sound  national 
policy  should  endorse  the  independence  of  all  five.  Feeders, 
entrances,  and  approaches  may  be  built  in  future  years  but  new 
main  stems  are  unlikely.  If  perchance  these  two  stems  of  the 
Erie  and  the  Lackawanna-Nickel  Plate  are  not  yet  adequately 
supported  in  this  regard,  the  deficiencies  may  be  supplied.  But 
if  the  two  stems  were  once  merged  and  in  years  to  come  ther© 
proved  to  be  business  enough  for  both,  it  would  be  difficult,  if 
not  impossible,  to  dismember  the  alliance.  This  plan  proceeds, 
therefore,  to  construct,  as  well  as  may  be  out  of  the  existing 
material,  five  independent  trunk  lines.  *  *  *  The  New 
York  Central  and  the  Pennsylvania  have  substantially  fulfilled 
their  destiny  within  the  confines  of  this  region.  In  other  words, 
they  reach  all  of  the  important  centers  and  gateways  and  enjoy 
a  sufliciency  of  direct  lines  criss  cross  from  point'  to  point  all 
over  their  own  roads.  Their  problems  for  the  future  are  of 
intensive  rather  than  extensive  development  and  it  will  be  found 
that  certain  lines  may  be  abstracted,  or,  at  all  events,  given 
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joint  usage  by  the  other  groups  without  injury  to  them  com- 
mensurate with  the  adviiii,tftge  which  would  accrue  to  the  trunk- 
line  tenito^ry  as  a  whole  from  equaMzation  of  competitive 
strength.  •  ♦  ♦  The  Pennsylvania  has  already  obtained  a 
p»domin,ance  among  the  trunk  ines  which  rendew  further  ac- 
cession  undesiraUe.  This,  again,  is  a  serious  objection  to  per- 
m.aiient  incorporation  within  the  Pennsylvania  group  of  the 
Norfolk  A  We^em  RailwaT.  This  property  has  hmn  controlled 
•and  largely  developed  un(i,cr  a  substantial  stock  ownership  by 
the  credit  of  the  Pennsylvania.  ♦  ♦  *  But  despite  this  long- 
standing connection  and  the  substantial  investment,  mse  direc- 
tion, and  highly  efficient  m.anagement,  it  is  believed  that  sound 
public  policv,  'vieming  the  railroad  situation  as  a  whole,  warrants 
treatment  of  the  Norfolk  &  Western  as  independent  rather  than 
a  subsidiar}'  part  of  one  of  the  great  tnmk  hues. 

*  ♦  ♦  "Regardless  of  means  there  can  be  no  question  as 
to  the  national  aSvantage  of  provision  by  one  way  or  another  of 
a  western  outlet  to  the  'Norfolk  &  "Western,  independent  of  the 
Pennsylvania  system.     *     *     * 

"Shall  the  Western  Mari^land  be  included  in  the  Baltimore  Sc 
Ohio  trnik  line  group?    Consideration  of  the  large  map  and  the 
preceding  text  has  indicated  it«  importance  as  a  connecting  link 
from  Cherry  Eun  on  the  Baltimore  &  Ohio  for  an  interior  north- 
east route  to  New  England  and  New  York.     In  some  respects  the 
Western  Maryland  would  thus  build  in  satisfactorily ;  but  on  the 
other  hand  it'is  apparent  that  the  two  lines  practicallv  parallel 
one  another  from  the  iseaboard  to  western.  Pennsylvania.  ***** 
After  calling  attention  tO'  a  proviso  in  tlie  sale  of  the  interests  of  the 
city  of  Baltnnore  in  the  Western   K^Iaryland   providing  that  no 
title  should  vest  in  a  purchaser  of  stock  of  the  Western  Maryland  if 
■sold  to  a  railroad  company  controlliii|r,  owning  or  operating  any  line 
or  system  of  lines  centering,  terminatmg  or  opera'ting  in  the  cities  of 
.jjaiumore  or  x  imao.eipiiia,  ne  says  i 

"But  the  recoomiendation  to  exclude  the  Western  Maryland 
from  Baltimore  &  Ohio  control  is  final." 
Discussing  the  proposed  incorporation  in  the  Lackaw anna-Nickel 
Plate  system  of  the  Wheeling  &  Lake  Erie,  the  Pittsburgh  &  West 
¥ii^ginia,,aiid  the  Western  Maryland,  he  says: 

"It  relieves  the  Western  Mar3^1and,  at  present  hemmed  in  on 
all  sides  by  powerful  systems,  and  it  would  afford  it  an  oppor- 
tunity to  iitllize  a  good  ^and.  direct  stem  through  the  mountains 
paralielMng  and  ^  affording  conipetition,  of  course,  with  the 
Baltimore  &  OMo.  *^  *^  *  The  ,imix)rtance  to  the  port  of 
B'altimore  of  the  constitution  of  a  new  through  route  by  union 
of  these:  properties  in  the  Lackawanna-Nickel  Plate  system  is 
obvious..  *_  *^  *  Keen  competition  between  its  [Baltimore  & 
Ohio]  .historic  line  to  the  west  and  this  new  system  should  still 
further  forward  the  upbuilding  of  the  port." 
The  forego^ing  excerpts  from  the  report  of  Professor  Ripley  aro 
foim.d  in  63  I.  C.  C,  p^ages  485-508. 
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COMMISSION  HAS  ORDERED   PART  OF  ROADS  PROPOSED  TO  BE  MERGED 
SEPARATED    BECAUSE   OF   VIOLATION   OF   CLAYTON   ACT 

As  to  the  Wabash,  assigned  to  the  Pennsylvania,  on  December  2, 
1130,  the  Interstate  Commerce  Commission  made  an  order  requiring 
the  Ptnnsylvania  Railroad  Co.  and  the  Pennsylvania  Co.  to  divest 
themselves  of  all  capital  stock  of  the  Wabash  Railway  Co.  (and 
Lehigh  Valley)  upon  the  ground  that  "there  is  substantial  competi- 
tion between  the  Pennsylvania  Railroad  and  the  Wabash "  and  that 
the  effect  of  the  acquisition  by  the  Pennsylvania  Co.,  a  subsidiary  of 
the  Pennsylvania  Railroad  Co.,  of  the  stock  of  the  Wabash  may  be 
to  substantially  lessen  competition  and  is  in  \dolation  of  the  Clayton 
Act  (Commissioner  Aitchison  dissenting). 

As  to  the  ^Vheeling  &  Lake  Erie,  which  under  the  proposed  plan  is 
to  be  assigned  to  the  Chesapeake  &  Ohio-Nickel  Plate  system,  the 
commission  on  March  11,  1929  (152  I.  C.  C.  721)  ordered  the  Balti- 
more  &  Ohio  Railroad,  the  New  York  Central,  and  the  Nickel  Plate 
to  divest  themselves  of  stock  which  they  had  acquired  in  this  road 
upon  the  same  grounds  (Commissioners  Woodlock,  Brainerd,  and 
Porter  dissenting). 

As  to  the  Western  Maryland,  assigned  to  the  Baltimore  &  Ohio, 
the  commission  on  January  13,  1930  (160  I.  C.  C.  785),  ordered  the 
Baltimore  &,  Ohio  to  divest  itself  of  the  stock  acquired  by  it  in  the 
Western  Maryland  for  the  same  reasons  (Commissioners  Farrell, 
Woodlock,  and  Bramerd  dissenting;  Commissioner  Porter  not  parti- 
cipating). 

COMMISSION. PREVIOUSLY  DENIED  CHESAPEAKE  ic  OHIO-NICKEL  PLATE- 
ERIE    MERGER 

As  to  the  Erie,  assigned  to  the  Chesapeake  &  Ohio-Nickel  Plate 
system,  the  commission  on  May  8,  1928  (138  I.  C.  C.  517),  denied  the 
application  of  the  Chesapeake  &  Ohio  to  acquire  control  of  the  Erie 
on  the  ground  that  such  acquisition  would  not  be  in  the  public  in- 
terest. By  this  decision  authority  was  given  to  acquire  control  of  the 
Fere  Marquette  (Commissioner  Porter  dissenting  from  denial  of 
acquisition  of  Ene;  Commissioners  CampbeU  and  Eastman  dissenting 
w^^?  .  *■  lowing  acquisition  of  Pere  Marquette;  Commissioner 
Woodlock  not  votmg  on  Erie  and  Pere  Marquette  acquisition). 

On  Maroh  2,  1926,  the  commission  had  denied  an  appHcation  of  the 
JNew  York,  Chicago  &  St.  Louis  Railway  Co.,  a  new  corporation,  to 
acqmre  control  of  the  Chesapeake  &  Ohio,  Hocking  Valley,  Erie  Pere 
Marquett^,  and  Nickel  Plate  on  the  grounds  that  the  consideration, 
terms,  and  conditions  of  the  proposed  acquisition  of  control  were  not 
just  and  reasonable.  However,  control  had  been  secured  of  all  the 
roads  mentioned  through  various  Van  Sweringen  companies  at  the 
time  of  the  last  decision. 

CONTKOL  ACQUIRED  THROUGH   HOLDING   COMPANIES 

As  set  out  in  the  report  of  the  commission  in  138  I.  C.  C.  517,  after 
the  denial  m  1926,  of  the  application  for  unification  of  the  Chesapeake 
&  Ohio,  Hockmg  Valley,  Erie,  Pere  Marquette,  and  Nickel  Plate, 
the  Chesapeake  Corporation,  organized  in  May,  1927,  with  O    P 
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Van  Sweriiigen  as  president,  aeqiiired  a  majority  of  the  common  stock 
of  the  Chesapeake  &  Ohio  which  had  originally  heen  purchased  by  the 
Nickel  Plate,  its  subsidiftry,  the  Special  Investment  Corporation,  and 
the  Vaness  Co.  The  Chesapeake  Corporation  issued  its  capital  stock 
ratably  to  the  coninion  shareholders  of  the  Nickel  Plate  and  of  the 
General  Securities  Corporation  which  represented  the  Vaness  Co. 
The  Vaness  Co.  holding  a  majority  of  the  Nickel  Plate  voting  stock, 
and  a  majority  of  its  stock  being  owned  by  O.  P.  and  M.  J.  Van 
Sweringen,  thej  controlled  the  Chesapeake  &  Ohio  by  thmr  interest  in 
the  stock  of  the  Chesapeake  Corporation.  The  majority  of  the  stock 
ol  the  Erie  had  been  acquired  by  the  Virginia  Transportation  Corpora- 
tion, another  Van  Sweringen  company,  and  the  Vaness  Co.  and  40.5 
per  cent  of  the  Pere  Marquette  stock  was  held  by  the  Virginia  Trans- 
portation  Co.,  the  Vaness  Co.,  and  the  Nickel  Plate. 

CLASS   n   AND    CLASS   III    ROADS 

No  announcement  was  made  as  to  proposed  distribution  or  acquisi- 
tion of  Class  II  and  Class  III  roads.  Tner©  are  in  eastern  terntory 
66  Class  II  and  III  roads,  10  mOes  or  more  in  length,  which  are  not 
now  subsidiaries  of  other  systems. 

A  list  of  these  roads  with  the  mileage  of  each,  average  net  railwaj 
operating  income  for  the  years  1927^1929,  and  a  record  of  dividends 
dedarad  in  the  same  years  is  attached  to^  this  report  (p.  216).  For 
the  years  1927-1929  these  roads  are  classiied  .as  to  rate  of  return  as 
follows: 


RateofTelttm 


O'VW  f  pm  txmt. . 
ttolpsrWiDt... 
S.tO'i;p«roeoi.... 
1  toSpfrwDt..- 
ll'iKl«r  I  par  miit 
Deficits 


Nkunbcr 
of  roads 


18 
i 

7 

ft 

8 

18 


Mileage 


461.98 
289.  W 
200.9$ 
218. 5& 
>4fl8.22 
» 473.-2& 


1 3  mads  270.57. 

*  '0  :nMUlt  .under  M  miles  In  .taig'tb  'vad  .only  i  over  SO  miles. 

Of  these  66  roads  14  paid  dividends  for  the  three  years  1927-1929; 

5  for  two  out  of  the  three  years  and  4  for  one  out  of  the  three  years. 

,FKOSPER,0US   CLASS   I   ROADS   TO   BE   ACQUIRED 

Several  of  the  Class  I  roads  included  in  the  proposed  mergers  could 
not  be  classed  as  weak  roads.  The  Reading  has,  since  1913,  paid  a 
4  per  cent  dividend  on  its  $50  par  value  first  preferred  stock;  4  per  cent 
on  its  $50  par  value  second  preferred  stock,  and  8  per  cent  on  its  $50 
par  value  common  stock.  The  Central  of  New  Jersey  has  paid  divi- 
dends of  12  per  cent  for  six  years  ending  December  31,  1929.  The 
Lehigh  Valley  has,  since  1904,  paid  10  per  cent  on  its  preferred  stock 
and  an  average  of  8  per  cent  on  its  common  stock  and  has  set  up  a 
surplus  in  excess  of  the  par  value  of  its  common  stock.  The  Lacka- 
wanna has,  since  1921,  declared  dividends  of  not  less  than  12  per 
cent  and  set  aside  a  substantial  amount  as  surplus. 


PRESENT  INTERCHANGE  OF  TRAFFIC   READING-LEHIGH   VALLEY-LACKA- 

WANNA 

^aI!T  fu^^^.^^  the  present  time  exchanges  traffic  with  the  Pennsvl- 
vama  the  Western  Maryland,  the  Central  of  New  Jersey    theXll 

01  snorter  roads,  and,  as  noted  in  the  report  of  Doctor  Kidd    main. 

tafais  open  gateways  via  all  connecting  carriere  ' 

coal. "  °°*      *'**'  ""'^*  important  carriers  of  bituminous  and  anthracite 

The  Lehigh  Valley  has  anthracite  interests  in  Pennsylvania  second 
only  to  those  of  the  Reading  and  carries  on  an  interchange  of  Traffic 
Cen  ral    Z'n»^™v'*1  T^*^.*^"  'l^^'^'^i^'^  ^^^ional,  thf  Michfgan 

the  Ppn„«vlli!r  1°  P  ^^i'f*^'  ^''^  ^^«  ^^««'  th«  Nickel   Plate, 
the  Pennsylvania,  the  Pere  Marquette,  and  the  Wabash. 

the   Ponntr«t1^'''  ^fvf  °*^^?^  ^J*"^  ^T  ^"'"'^  ^  ^""^^^^  ^^  entering 

dpHHv^  IfJfoV^^^^^  ^^^.  proposed  mergers  will  have  upon  the  com- 

and  Xat  ef^^^^^^^^^  '''  '^' "'  ^^'11  "^^^^  ^^  particular  are  concerned 
f«  «  m«?i  #  ^^^T  inclusion  m  other  systems  will  have  upon  revenues 
18  a  matter  for  careful  study  and  consideration.  avenues 

STATEMENT  OF  INTERCHANGE-READING-LEHIGH  VALLEY-LACKAWANNA 

Following  is  a  statement  of  loaded  cars  received  by  the  Reading 
from  connections,  and  a  list  of  cars  delivered  by  it  to  connectknf 
during  the  fourth  quarter  of  1928,  as  set  out  in  dLL  Ki'dd'^re^^^^^^ 
and  statements  showing  interchange  of  traffic  of  the  Lehjh  Vallev 
tL  iS  iiTJt: W  ^^^^  Buffalo  and  Niagara  frontier  poim.  during 
«i«fi  n^  ^^"^  of  1930,  prepared  from  data  compiled  by  the  Inter! 
commiUer"''''  ^^^^^^^^  ^'  ^^^  request  of  counsd    for    the 

The  strong  competitive  situation  now  existing  at  Buffalo  und  ti,^ 
Niagara  frontier  will  be  noted.  ^       i^utiaio  and  the 

Loaded  Cabs  Received  bt  Reading  from  Connections  During  the  FoimTa 

Quarter  of  1928  ^uuktb 


Railroad 


Pennsylvania 

Western  Maryland..    

Central  K.  R.  of  New  Jersey.  

Baltimore  &  Ohio  " 

New  York  CentraJ... 

Lehigh  Valley 

ghUadelnhia,  BethiehemA  NewEniland. 

I  Lehigh  &  Kew"Engiand''"" 

V pper  Merion  &  Plymouth       

fine 

Beljiware,  Lackawanna"  &" Western 

Steclton  &  Highspire 

Susquehanna  A  New  York     

)\  ilhamsport  &  North  Branch. 

Ironton 

Wildwood  <fe  pelaw^eBay'shorFLine""' 
Quakertown  &  Bethlehem 
Trenton-Princet  m  Traction  Co 
Bloonisburg  &  Sullivan 


Number    « 
of  cars    Kf,T.' 
received     "'  '°''^ 


Total. 


81, 371 
68.676 
62,645 
61. 247 
41.264 
18.021 
12.262 
4.442 
4,278 
4,045 
3,452 
3.08a 
1.977 
1,009 
939 
576 
155 
34 
9 
6_ 

369,488 


22.02 

18.59 

16.95 

16.58 

11.17 

4.88 

3.32 

1.29 

1.10 

1.19 

.93 

.83 

.M 

.27 

.01 
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IiHADiiii  Cabs  Bmlivbmb  by  Rbadino  to  Connkctions  Dubing  the  Foubth 

QUABTSB  OF  1928 


BaiFoad 


Ctaini  E-  B.  «f  .Maw  Jit»f  - 

Baltiiwm  ft  Oil© 

BHiinlniilft  II*  B . 

WImr  YmM  0*itfil, 

Ulitgli:  Vtfay 

FMIadilpltlii.  B«th]ehom  &  New  England 

Waitaii  Manrland 

gtatltin  *  Hlpiapfre 

HHMT  Mifloii.  *  flTmmtti 

lijpifii  Si  Nmr  Bnpaiid ... 

BtiO'.. — - — ... 

IMa*«R,  Lackawaniia  it  Wtttaii 

liaBtaa 

Cucnwall 

Soaoiitliaiiiia  ft  Nov.  Ydck 

WlUaminirt'  ft  Narti  BraiMii. .'.... 

mMMMi,  ft  Dtiamn'  Bay  Bbort  line . . . 

im.  ft  'BaHilalieiii. 

lUff  ft.  SuilTaii. 

i-IWmatoi,  Tiaction  Co 

tBWvw'B.  B . 

Total — . 


332,218 


Hamber 

of  cars 

delivered 

Per  cent 

of  total 

157,904 

47.58 

m,im 

10.80 

28,654 

aso 

28,015 

8.43 

26,263 

7.91 

18,366 

6.58 

12,331 

8.71 

6,308 

1.60 

4,413 

1.33 

4,035 

1.23 

2,890 

.87 

2,769 

.83 

1.053 

.59 

1,266 

.39 

620 

.18 

617 

.15 

306 

.08 

167 

.05 

157 

.05 

126 

.04 

21 

.01 

LoADiD  Cabs  Rbcbivbd  by  Lbhioh  Vallby  fbom  Connbctions  at  Niagara 
Fbomtibb  Dubing  thb  Fourth  Quabtbk  of  1930 


Ballroad 


Noinber 

of  cars 

received 


M'faW  Bata I     13,860 

Ipii.  IfafiiMtla.. !      3.W 

Hair  TToik  Cantral. '       7,950 

If  MiipM 'Oantfai. .— .--. '      4,787 

iiiiao'laii  National - — - *i  tm 

6,336 


Ifa! 


vflvamia 

Mawaie,  .Lackawanna  ft  Western. 


laio  Creek  (tenninal.) 

BnSaio.  RodiMtir  ft  Pittsburgh, 
■mfli.  BiilMi  (tflfflliiiiil} 


Total.. 


3, 659 

708 

1,337 

1,672 
636 


63,367 


Percent 
of  total 


7.16 

14.88 

8.97 

ass 

11.87 

6.85 
1.32 
2.60 
7.22 
8.13 
1.10 


IjOadbB'  Cabs 


_  BY  Lbhicih  Vallby  to  Connections  at  Niagara 
DmnMO  tbb  Fourth  Quartbb  of  1930 


Bailroad 


Pwcent 
of  total 


I 


Niekel  Plate... 

Paia  Mamoatte... 

N^.  York  Central 

liilpMii  Cialrai. 

Canadian  Natioiia] — 

WalMfflli.., 

Ptniiaylvaitla . 

'Delaware,  Lankawanna  ft  Western. 

Itrie^.. 

Bnflaio  Craek  (tinnlnal) 

BufSalot  Boeliastar  .ft:  Pfttstargli.... 
•awtli.  BuflalO'  (terminal) 

Total. , 
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Loaded  Cars  Receivbd  by  Lackawanna  From  Connections  at   Niagara 
Frontier  During  the  Fourth  Quarter  of  1930 


Bailroad 


Nickel  Plate 

Pere  Marquette 

New  York  Central. 
MIcliigan  Central-. 
Wabash 


Number 

of  cars 

received 


Buffalo,  Rochester  &  Pittsburgh. 

Canadian  National . 

Pennsylvania . 

Buffalo  Creek  (terminal) 

South  Buffalo  (terminal). . 

Lehigh  Valley 

Erie 


Total. 


16, 987 
3,503 
7,928 
5.134 
8,048 
6,597 
5.34S 
3,158 
3,078 
1.615 
1, 1U3 
625 


Per  cent 
of  total 


26.95 
5.55 

12.57 
8.14 

12.77 

10.46 
8.48 
5.01 
4.88 
2.40 
1.75 
.99 


63,022 


Loaded   Cars   Delivered   by   Lackawanna  to   Connections   at   Niagara 
Frontier  During  the  Fourth  Quarter  of  1930 


Railroad 


I  Number 
I    of  cars 
1  received 


Per  cent 
of  total 


Nickel  Plate f      ,„  ^„ 

Pere  Marquette i      *r'"*S 

New  York  Central b^i 

Michigan  Central *;^f 

Wabash '*'781 

Buffalo,  Rochester  &  Pittsburgh 

Canadian  National 

Pennsylvania 

Buffalo  Creek  (terminal) 

South  Buffalo  (terminal) 

Lehigh  Valley. 

Erie 


9,022 

1,744 

10,448 

1.054 

708 

474 

694 

3S2 


22.27 
4.33 
8.36 

10.60 

ao.oi 

3.86 
23.18 
2.33 
1.57 
1.05 
1.53 
.84 


45,073 


Units  of  Passenger  Car  Equipment  Interchanged  at  Buffalo 

lackawanna  railroad 


Date 


October,  1930... 
November,  1930 
December,  1930. 

Total 


From  New- 
York 
Central 


Car* 


290 
288 
235 


From 
Wabash 


Cars 


62 

60 
62 


813 


184 


From  New 

York, 

Chicago, 

<fe  St. 

Louis 


Can 


248 
240 
248 


736 


Total  received,  1,733  cars. 


To  New 

York 
Central 


October,  1930 

Nov'emhrr.  1930 

Detenjber.  1930 [_'_ 

Total.. 

Tutal  delivered.  1,849  cars. 

38752- 31~pt1 13 


To  Wabash 


To.  New 
York, 

Chicago 
&  St. 
Louis 
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October,  1930:  ^«ra 

,K«;eived  from,  Mew  York  Central m 

IMi¥ered 43© 

H0vem.ber,  1;W0: 

^Received  from  New  York  CeratraL, , 371 

Delivered 398 

I>e€eiii.ber,  1930: 

Reuelved  from  New  York  Central , 4fi3 

Delivered , ,-.. — _ 389 

Toiiil.  ears,  received,  1,279;,  total  delivered,,  1,217;  total  intorchanged,  2,496. 

Nom. — The  cars  listed  above  are  other  than  freight  cars  and  include  express 

'mm,  eoaehes,  and  puIlman  cars.    Their  ,inter€ha,nge  is  not  shown  on  the  regular 

iBlerehaife  theels. 

ARO'UMMN'TS   PRO'  AMD  CON 

Sufficient  time  has  not  elapsed  since  the  announcement  of  the 
4-fiy8t6m  proiNMiil  to  ;permit  of  any  detailed  analysis.  There  are 
pwBtntdi,  for  purposes  of  information,  statements  made  in  a  speech 
of  Hon.  James  S.  Parker  in  the  House  of  Representatives  on  January 
8,  1931,  favoring  the  proposal,  and  in  connection  with  such  state- 
ments,  brief  synopses  of  statements  of  the  Interstate  Commerce  Com- 
mlesion  in  opinions  deahng  with  certain  of  the  roads  involved,  and 
m  to  others  hrief  statements  as  to  existing  competition. 

wiff'iravT'  V 1  'm  A     awai<iPBff 
F]i.N,HB'i,|jViL,0f,IA    'OToTlliM 

Let  me  cal  your  attention  to  the  map  of  the  Pennsylvania  System,  being  Chart 

No.  1,  which  shows  in  black  lines  its  present  operated  main  track,  and  the  broken 
lines  the  trackage  to  be  acquired;  note  the  strategic  position  it  has,  running  as  it 
does  from  the  eastern  seaboard  west  by  the  shortest  route  to  pointe  across  the 
mountains.  You  will  see  that  it  is  getting  very  little  within  its  present  territory. 
It  is  being  permitted  to  go  southeast  to  the  Virginia  ports,  in  competition  with  the 
Chesapeake  &  Ohio,  and  to  go  west  in  competition  with  existing  systems.  (Speech 
of  Congressman  Parker.) 

As  to  the  control  of  the  Wabash  by  the  Pennsylvania,  in  the  decision 

of  the  commission  heretofore  referred,  the  finding  of  a  violation  of  the 
Clavton  Act  was  based  upon  the  following  grounds,  among  others: 

'f  he  vice  president  in  charge  of  traffic  of  the  Wabash  placed  in  the 
recxird  tables  covering  carload  shipments  for  October,  1928,  and 
March,  1929,  showing  that  of  121,106  carloads  transported  by  Wabash 
on  fines  east  of  Mississippi  in  those  months,  91,202,  or  75.31  per  cent, 
were  competitive  with  the  Pennsylvania,  and  29,904  carloads,  or 
24.69  per  cent,  were  noncompetitive.  These  figures  were  disputed  by 
wi,tnes8eS'  for  the  Pennsylva.nia,  but  the  commission  finds: 

The  record  shows  that  there  is  substantial  competition  between  the  Pennsyl- 
vania Railroad  and  the  Lehigh  Valley,  and  between  the  Pennsylvania  Railroad 

and  the  Wabash,  and  we  m  find. 

;lfXW   TORK    CBNTIKA'L  ,8T8Tll.|f' 

The  New  York  Central,  being  Chart  No.  2,  is  the  other  very  powerful  system 
in  the  East.     The  heavy  black  lines  show  the  trackage  now  operated  and  the 

broken  lines  the  trackage  it  would  acquire,  which  shows  that  it  would  take  over  the 

.Lackawanna,  letting  it  into  coal  fields  not  now  reached  by  its  lines.  Otherwise, 
the  New  York  Central  under  this  arrangement  gets  practically  nothing.  I  want 
to  emphasiie  that  the  two  great  systems,  the  New  York  Central  and  the  Pennsyl- 
vania, are  getting  practically  nothing  within  their  sphere  of  influence,     (Speech 

of  Congreanmiin  Piirker.) 


While  the  conimission  has  not  passed  upon  any  proposed  consolida- 
tion of  the  New  York  Central  and  Lackawanna,  an  examination  of  the 
maps  submitted  with  Congressman  Parker's  speech  shows  that  there  is 
at  present  at  least  the  following  direct  competition  between  these 
roads : 

Buffalo  to  New  York  and  reverse. 

Syracuse  to  New  York  and  reverse. 

Utica  to  New  York  and  reverse. 

This  is  the  obvious  competition.  An  examination  of  routes  and 
records  of  shipments  might  disclose  other  direct  competition  In 
f^?^'  xr      '^  ^^^  substantial  competition  of  roads  running  west 

f^rw!-^'^^''''^/'''*^ 'T  ^^'^  ^^"'^f'"  originating  on  or  con^g  to 
the  frontier  over  the  Lackawanna,  details  of  whicl  are  given  in  the 
tables  above,  which  show  that  during  the  last  quarter  of  1930  the 

^^nfiTT''^l!^^^T^l^.  ^^^  ^^^  ^^^^  ^^""^^^^  ^^d  Michigan 

#^  ^nnl*^^^*^^^^  P^/  ^^^>  ^^  '^^  ^^*^^«^  ^*^^  dehvered  by  it 

to  connections  at  the  Niagara  frontier.  ^ 

BAUTIlfOBE    ft    OHIO   SYSTEM 

th  JhwE^Ko*''''  *?  **'®  ^^  ?i  *^®  Baltimore  &  Ohio  system,  being  Chart  No.  3. 
tmeki^  fJJ  h JLL*"  • '  ^^''Vl^  ir^^Y^ge  now  operated  and  the  broken  lines  the 
IS  +n*fw  ^  **'^"*^?^»  which  clear  y  shows  how  vital  the  proposed  acquisitions 
are  to  that  system    m  order  to  bring  it  to  an  equality  particularly  with  the 

InZyoI^  r^ntl^l  *^*^H  %^  r^^ll  *?  Bpffal^  a^d  Rochester  of  thTnorth! 
in  JNew  York  Central  and  Nickel  Plate  territory.     As  Prof.  William  Z    Riolev 
points  out  in  his  article  in  World's  Work  for  October,  1930,  tl^TBaltimorel 
Ohio  18  getting  a  direct  route  east  to  New  York.     At  Bitler  iA  wStern  P^nnLl 
vania  a  swing  far  south  to  Washington  sets  in  under  their  present  s^^^^^^^^^ 
tn^  ^KvPfr'^  acquiBitions   by  piecing  together  portions  Sf  two  little  properties 
wfuul  ^^?  takmg  trackage  or  paralleling  a  few  miles  of  the  Pennsvlvanfa 
n1"   S'P^^*  '"  '■^**^^^?-     T^^^*'®'  **^«  Reading  and  the  Central  Ranrold  of 
New  Jersey  carry  on  almost  straight  into  New  York.     By  acquisition  of  the^ 
properties,  the  line  of  the  Baltimore  &  Ohio  from  Chicago  to  New  Yo?k  is  shorS 
ened  more  than  80  miles.     This  permits  the  Baltimorelohio  to  enter  the  heart 
of  both  Pennsylvania  and  New  York  Central  territory.     It  permits  it  to  h^nl 
ctXt^n  Pater^'^  ^'  ''^"^  ^^^^  *^^^  much-sho^ned  r"outo*^sVeec^of 

In  the  decision  of  the  commission  in  160  I.  C.  C.  785,  above  re- 
ferred to,  the  commission  based  its  findings  of  a  violation  of  the 
i/layton  Act  upon  the  following,  among  other  grounds: 

Ihat  the  Ime  of  the  Baltimore  &  Ohio  westward  from  Weverton 
follows  the  south  bank  of  the  Potomac  River,  paraUeling  the  Hne  of 
the  WestOTi  Maryland  on  the  north  bank  for  a  distance  of  about  60 
miles  to  Cumberland,  and  continuing  to  ConnellsvUle  and  beyond. 
That  between  Cumberiand  and  ConneUsviUe  the  lines  of  the  Balti- 
more &  Ohio  and  of  the  Western  Maryland  traverse  the  Meyersdale 
coal  district  of  southern  Pennsylvania,  serving  mines  therein.     That 
the  Baltimore  &  Ohio  dso  has  miportant  lines  extending  south- 
westerly from  Cumberiand  and,  together  with  the  Western  Maryland, 
servmg  the  Cumberland-Piedmont  and  West  Virginia  coal  districts! 
1  hat  the  Western  Maryland  is  engaged  largely  in  the  transportation 
of  bitonmous  coal,  and  that  coal  from  the  several  districts  served  bv 
the  Western  Maryland  and  the  Baltimore  &  Ohio  is  shipped  to  the 
same  destmations,  the  citjr  of  Baltimore  being  a  typical  example. 
1  hat  both  earners  engage  m  the  transportation  of  merchandise  be- 
tween Baltimore  and  other  wholesale  and  jobbing  centers  and  terri- 


BAILttOAB  CONSOLIDATIONS  AND  UHIFICATIONB. 


EAILROAD  CONSOLIDATIONS  AND  UNIFICATIONS 


191 


\ 


tory  86'rvo<i  in  commoE,  Tkat  it  was  testiieci  by  the  vice  president 
in  cliarge  of  traffic  of  the  Western  Maryland  that  during  the  n^onth 
©f  July,  1928,  of  ears  of  coal  transported  by  the  Western  Man  land 
3.3.1  per  cent  were  competitive  with  the  Baltimore  &  Unio  and  bb.a 
per  cent  noncompetitive,  and  of  all  freight  carried  dnnng  that  month 
43.5  per  c«it  was  classified  as  competitive  mth  the  Baltimore  &  Uhio 
and  56.5  per  cent  noncompetitive.  This  classification  was  cnticizcd 
by  the  Baltimore  &  Ohio  witnesses,  who  reduced  the  percentage  of 
competitive  traffic  to  29,2  per  cent.    The  commission  said : 

It  is  iinnecefisiry  to  detail  the  coiiteiittons,  mnm  the  result  of  either  classification 
would  leave  a  large  volume  of  freiglit  that  is  conceded  to  be  competitive.  It  is 
further  to  be  borne  in  mind  that  tie  igures  submitted  have  no  reference  to  so- 
uilllcd  market  competition  to  which  a  much  greater  volume  of  freight  is  subject. 

CHBBAMAItE  *  OHiO-IfflCItBL  PLATB  SYSTEM 

On  the  Chesapeake  A  Ohio-Nickel  Plate  system,  being  Chart  No.  4,  the 
heavy  black  lines  show  the  trackage  bow  operated  and  the  broken  lines  the 
traekage  to  be  acquired  and  to  what  ejtent  that  wstem  will  be  strenghtened  in 
the  l£t  in  competition  with  both  the  New  York  Central  and  the  Pennsylvania. 
As  the  Baltimore  &  Ohio  is  permitted  to  invade  the  heart  of  the  Pennsylvaiua 
territory  from  the  south,  the  Chetapeake  &  Ohio-Nickel  Plate  system  is  per- 
mitted to  invade  the  Pennsylvania  and  New  York  Central  territory  from  the 
Borth.  It  is  also  given,  over  the  Chicago  A  Eastern  Illinois,  a  western  connection 
int«  St.  Louis  and  other  pointa  in  competition  with  the  Baltimore  &  Ohio, 
Pennsylvania,  and  New  York  Central.  It  will  be  seen  that  these  allocations  are 
necessary  to  eoable  the  Chesapeake  4  Ohio-Nickel  Plate,  as  is  the  case  with  the 
Baltimore  &  Ohio,  to  compete  on  an  equality  with  the  two  great  systems,  the 
New  York  Central  and  the  Pennsylvania.  It  also  more  evenly  balances  its 
competition  with  the  Baltimore  A  Ohio.     (Speech  of  Congressman  Parker.) 

The  maps  inserted,  in  the  Record  by  Congressman  Parker  and  the 
exhibit  showing  detailed  figures  as  to  the  properties  involved  show 
the  Erie  as  a  present  part  of  the  Chesapeake  &  Ohio  system.^  ^Ihat 
aitiiatiofi  has  alreadv  been  discussed.  Inasmuch  as  the  acquisition  of 
the  Erie  was  denied  by  the  comniission,  it  appears  proper  to  consider 
that  system  as  one  to  be  acquired,  and  to  note  the  remarks  of  the  com- 
niission with  reference  to  that  proposed  acquisition.  ,        ^       .       , 

In  the  decision  in  138  L  C.  C.  517,  above  referred  to,  denymg  the 
application  of  the  Chesapeake  &  Ohio  to  acquire  the  Ene,  the  com- 
mission stated  the  following  grounds  for  decision,  among  others : 

W®  do  not  consider  that  the  relatioosliip  of  the  Chesapeake  &  Ohio  and  th© 
Erie  is  complementary  or  supptementary.  *  *  *  The  Chesapeake-Hocking 
lipes  reaching  from  the  seaboard  to  Lake  Erie  make  contact  with  practically  every 
important  trunk  line  in  eaitern  and  central  territory  and  are  thus  m  position  to 
diitribiite  their  coal  both  east  and  west  over  many  connecting  hn^.  Control 
of  the  Erie  l>y  the  applicant  would  tend  to  disturb  this  structure  and  to  disrupt 
«xisting  channels  of  tralBc  to  a  much  greater  extent  than  would  its  control  of  the 
Pere  Marquette.  *  ♦  *  As  we  said  in  our  report  m  Control  of  Virginian 
Raiiwav  117  1.  C.  C.  67.  and  have  repeated  in  other  proceedings,  a  clear  showing 
of  public  gain  must  l>e  made  in  order  adequately  to  support  an  affirmative  tindmg 
in  canes  of  proposed  control.  m*e  ar^  unable  to  find  such  showing  m  this  record 
■so  far  as  it  relates  to  proposed,  control  of  the  Erie. 

fhe  commission  did  not  discuss  in  this  opinion,  since  the  question 
was  not  involved,  the  fact  that  the  lines  of  the  Erie  and  Nickel  Plate 
parallel  each  other  from  Chicago  to  Buffalo— an  objection  to  the  m- 
€lusic»n  of  the  Erie  with  his  proposed  Lackawanna-Nickel  Plate 
svstem  stated  by  Professor  Ripley  in  his  report  to  the  Interetate 
C}omnM»re«  Commission.     (63  I.  C.  C.  487.) 


There  is  no  decision  commenting  upon  the  competition  now  existing 
between  the  Eve  and  Lehigh  Valley  between  Buffalo  i.nd  New  York. 
Attention  is  directed  to  thi!  statistics  given  above  (p.  186)  as  to  the 
present  interchange  of  trafRc  of  the  Lehigh  Valley  at  the  Niagara 
frontier,  the  statistics  showing  that  only  23.05  per  cent  of  all  traffic 
dehvered  at  that  frontier  by  the  Lehigh  Valley  was  delivered  to  the 
Nickel  Plate  and  the  Pere  Marquette,  combined. 

As  to  the  Wheeling  &  Lake  Erie,  attention  has  already  been  directed 
to  the  decision  of  the  commission  in  152  I.  C.  C.  721. 

SOUTHERN  TERRITORY 

As  to  tliis  territory  there  is  not  so  much  dispute. 

Under  the  commission  plan  the  Norfolk  &  Western  and  the  Sea- 
board Air  Line  are  included  in  the  Wabash-Seaboard  system.  Com- 
missioner  Eastman  approves  the  union  of  the  Seaboara  and  Norfolk 
&  Western  but  would  not  join  them  to  the  Wabash  sj-stem. 

WESTERN  TERRITORY 

GREAT   NORTHERN-NORTHERN   PACIFIC 

In  this  section  one  proposed  consolidation  overshadows  all  others. 
It  IS  proposed  in  the  plan  of  the  commission  to  create  System  No.  12 
by  a  combination  of  the  Great  Northern  and  Northern  Pacific 
systems,  together  with  certain  Class  II  and  III  roads.  On  February 
11,  1930,  an  order  was  entered  by  the  commission  permittincr  the 
acquisition  of  these  two  roads  by  the  Great  Northern  Pacific  Rail- 
^f^  i^'  ^^^"  compliance  with  certain  conditions,  the  most  important 
of  which  was  that  the  Burlington,  now  controlled  half  and  half  by 
the  two  northern  roads  be  divorced  from  such  control. 

Ihe  proposed   acquisition   was  strongly  contested   by  the   Mil- 
waukee road;  by  the  State  bodies  intervening,  with  one  exception, 
by  C  hambers  of  Commerce  and  farmers'  and  grain  dealers'  associa- 
tions.    It  was  supported  by  other  municipalities  ami  organizations. 
btrong  dissenting  opinions  were  written  bv  Chairman  McManamy 
and  Commissioner  Eastman.    At  the  hearing  on  Senate  Joint  Reso- 
lution 161  testimony  was  given  by  representatives  of  railway  labor 
and  htate  conamis^ions  and  a  resolution  of  the  entire  Minnesota 
delegation  in  tlie  House,  in  opposition  to  the  proposed  consolidation. 
Ihereafter  the  public  utilities  commissions  of  Minnesota,   North 
Dakota,  Washington,  Montana,  Iowa,  South  Dakota,  Illinois,  Ne- 
braska, Wisconsin,  and  Wyoming  filed  petitions  for  further  hearing:, 
which  were  concurred  in  by  other  commercial  bodies,  etc.,  and  on 
Uctober  13,  1930,  the  matter  was  reopened  by  the  commission  for 
furtlier  hearing     The  opinions  appear  in  full  m  the  record  of  hear- 
ings on  Senate  Joint  Resolution  161  at  pages  280  et  seq.  and  so  fullv 
present  the  issues  that  further  discussion  is  unnecessary  here.    The 
concurring  opinions  of  ( liairman  McManamy  and  Commissioners 
l^astman  and  Taylor  on  the  complete  plan  also  express  disapproval 
ot  tins  proposed  consolidation.    Of  course  the  nortliern  roads  4renu- 
ouslv  object  to  being  divorced  from  the  Burlington,  a  prosperous 
road,  their  Chicago  connection,  and  a   very   important  feeder  of 
Zn?«^liT  ^m'^^  teiTitory.     On  January  9,  1931,  it  was  an- 
nounced bv  the  officials  of  the  northern  roads  that  the  merger  project 
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II 


WSSTEKN'   PACIFIC    AND   DENVEB    &   EIO    GRANDB 

Tlie  conaniissioa  plan  isagns  the  Western  Pacific  and  ^  the  Denver 
&  Rio  Grande  to  the  Missouri  Pacific  system,  Commi.ssioner  Porter 
points  out  that  they  must  com.pete  mth  the  Union  Pacific,  a  very 
strong  earner;  that  in  his  opinion  the  Missouri  Pacific  is^not  .in 
position  to  give  them  the  strength  necessary  to  compete  with  the 
Union  Pacific,  and  that  the  proper  allocation  of  these  two  roads 
would  be  to  Ms  proposed  Burlington  system,.  This,  of  course,  again 
involves  the  separation  of  the  Burlington  from  the  Northern  roads, 
and  so  much  more  complicates  an  already  muddled  situation.  Com- 
missioner Eastman  beheves  neither  in  the  umon  of  the  Northern 
roads,  nor  the  divorce  of  the  Burlington  from  them,  and  therefore 
would  not  join  the  Missouri,  Kansas  &  Texas  to  the  Burlington 
system. 

KANSAS   CITY  BOUTHEBN 

Commissioner  Eastman  also  disagrees  with  the  plan  of  joining  the 
Kansas  Cijtj^  So'Uthem  to  the  Union  Pacific,,  but  suggests  that^the 
Missouri.  'iLansas  &  Texas  and  the  Kansas  City  Southern  be  united 
with  eacn  other  and  with  the  Cliicago  Great  Western  into  an  inde- 
pendent system. 

He  also  snggeste  that  it  might  be  tq  the  advantage  of  the  Western 
Pacific  and  the  Denver  &  Rio  Grande  Western  to  be  combined  as  a 
system  independent  of  the  ,Mi8souri.  Pacific  affording  all  fines  reaching 
I)enver  from  the  east  an  outlet  to  the  Pacific  coast  in  competition 
with,  the  Union  Pacifi,c,. 

More  illustrations  of  inability  to  agree  npon  specific  consolidations 
,might  be  :gi.ven,  but  those  cited  are  the  most  conspicuous.  A  con- 
8iderati.on,  of  these  differences  must  lead  to  theconclusion  that  to  hope 
for  the  consummation  of  a  nation-wide  program  of  consoMdation, 
such  as^  was  contemplated  by  the  sponsors  of  the  poli.c3r,  wo^nld  require 
an  optimism  wholly  'unjusMed  by  any  aspect  of  the  existing  situation. 

FEW   APPLICATIONS   IN   ACCOHDANCE    WITH   PLAN 

'While  there  is  ,no  record  of  the  attitude  of  the  railroads  involved,  it  is 
of  some  'Significance  that  on  ,November  1,  1930,  there  were  pending 
before  the  commission  only  15  apphcations  for  authorization  of 
control,  3  of  which  were  for  mileage  to  be  constructed,  2  involving 
the  Great  ,Northem  Pacific  c^ase,  and  1^  by  the  Southern  _  Pacific 
for  the  purchase  of  the  stock  of  the  St.  Louis  Southwestern,  which  was 
^•fngned  by  the  connnission  to  the  Illinois  Control  system.  The  pro- 
posed 4-8^stem  plan,  obviously,  does  not  coincide  with  the  plan  of 
the  eomnii8si,on  for  five  systems. 

Following  is  a  statement  of  apphcations  under  paragraph  2, 
«H5tion  5,  Ending  before  the  conuiLion  November  1,  1930: 


AppUcatiom  pending  November  /,  19S0— Authorization  of  control  of  me  carrier  by 
another  earner  under  paragraph  (e)  of  section  5  of  the  interstate  commerce  act 


Carrier  acquiring  control 


Control  proposed 


Atlantic  Coast  Line  R.  R.  Co 

Beftuinont,  Sour  Lake  &  Western  Ry. 

S**V*"*l,^*^^^^on'  Topeka  &  Santa 
Fe  Ry.  Co. 

Denver  &  Rio  Grande  \\'estern  R.  R. 

CO'. 

Forth  Worth  &.  Denver  City  Rv.  Co- 
and  Chicago.  Ilnek  Island  &  Gulf  Ry. 
Co. 

Grent  Northern  Pacific  Ry.  Co. 

Do., 

Missouri  Pacific  R.  R.  Co... 

New  Orleans.  TexBS  «fc  Mexico  lly.  Co. 

Peoria  Terminal  Vo.^ .._ 

Pittsburgh  A  West  Virginia  Rv.  Co.... 

Do 

Southern  Pacific  Co III"."!" 

Do 

Texas  &  Pacific  Ry"  Co.""." "1111111" 

Western  Pactific  R.  R.  Co.- 


Owning  company 


Charleston  &  Western  Carolina 

Ry.  Co. 
Sabine  Basin  Ry.  Co 


Denver  &  Salt  Lake  Ry.  Co 

Burlington-Rock  Island  R.  R. 
Co. 

Spokane,  Portland  &  Seattle  Ry. 

Co. 
Northern  Piiciflc  Ry.  Co.  and 

Great  Northern  Rv.  Co. 

Subsidiary  lines 

Rio  Grande  &.  Eagle  Pass  Rv. 

Co. 
Peorfa,  llanna  City  &  Western 

Ry.  Co. 
Wheeling  &.  I-ake  Erie  Rv.  Co.. 

Western  Maryland  Ry.  Co 

St.  Louis  Southwestern  Rv.  Co 

Gulf  &  West  Texas  Ry.  Co 

Texas  &  Pacific  Northern  Ry. 

Western  Pacific  California  R.  R. 
Co. 


Miles  of 
road 


340. 89 
35.4 

255. 19 
66.6 

554.  6 
14,832.57 


riow  to  be  acquired 


Purchase  of  stock 
and  lease. 
Do. 


Purchase  of  stock. 
Lease. 


Do. 


Purchase  of  stock 
and  lease. 
3, 360. 47     I.ease. 
25. 876     Purchase  of  capital 
stock. 
5.50     Purchase  of  stock 
and  lease. 
479.60  I  Purchase  of  stock. 


690.62 

1.809.32 
0) 
0) 

(0 


Do. 
Do. 
Do. 
Do. 

Do. 


'  No  mileage  constructed. 


HOLDING  COMPANIES 


REPORT   OP   INTERSTATE    COMMERCE    COMMISSION 

jThe  most  marked  deficiency  in  the  law  relating  to  consolidations  is 
the  lack  of  any  statutory  authority  in  the  Interstate  Commerce 
commission  to  regulate  unifications  of  carriers  accomplished  through 
stock  ownership  or  control  by  the  so-called  holding  companies. 
Attention  has  been  called  to  this  by  the  commission  for  several  years 
Kecently  the  situation  has  become  acute,  and  in  the  1929  report  of 
the  commission  it  is  set  forth  as  follows  (pp.  79-83) : 

"In  our  la^t  annual  report  we  called  attention  to  the  acquisi- 
tion by  mdividuals  or  groups  of  individuals  of  control  of  raikoads. 
We  stated  that  this  might  seriously  afi^ect  the  maintenance  of 
competition  among  carriers.  Corporations  organized  as  trading, 
mvestment,  or  holding  companies  appear  also  to  be  active  in 
acquuing  control  of  or  substantial  interests  in  various  carriers 
It  seems  clear  that  the  acquisition  of  control  or  of  an  amount  of 
stock  sufficient  to  influence  the  poUcies  of  competing  railroads, 
either  by  mdividuals  or  by  other  noncarrier  corporations,  may 
result  m  the  suppression  of  competition  in  a  manner  no  less  harm- 
lul  than  if  such  control  be  exercised  directly  by  one  carrier  over 
another. 

"Section  5  of  the  interstate  commerce  act  directs  the  commis- 
sion to  prepare  and  adopt  a  plan  for  the  consolidation  of  the 
railroad  properties  of  the  continental  United  States  into  a  limited 
number  of  systems  which  shall  conform  as  closely  as  practicable 
to  certam  broad  specifications  which  the  Congress  has  laid  down. 
After  such  plan  has  been  adopted,  the  section  provides  that  it 
shall  be  lawful  for  two  or  more  carriers  to  'consolidate  their 
properties,  or  any  part  thereof,  into  one  corporation  for  the  own- 
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©rsMp,  management,  and  operation  of  the  properties  thereto- 
fore m  separate  ownership,  management,  ana  operation/  undei 
certain  fondltions.  One  of  these  conditions  is  that  the  proposed 
consolidation  must  he  in  harmony  with  and  in  furtherance  of  the 
adopted  plan,  and  another  is  thai  the  conmiission  shall  find  thai 
the  public  interest  will  be  promoted  thereby.  In  another  part  of 
the  same  section  it  is  provided  that  whenever  the  commission  is 
of  opinion  that  the  acquisition  by  one  carrier  of  the  control  of 
another  or  others  in  any  manner  not  involving  consolidation  will 
be  in  the  public  interest,  it  shall  have  authority  by  order  to 
approve  and  autborize  such  acqidsition.  The  above  is  a  state- 
ment of  some  of  the  salient  features  of  this  legislation.  The 
essential  point  is  that  in  this  section  of  the  interstate  commerce 
act  the  Congress  manifested  a  clear  intent  to  subject  the  unifica* 
tion  of  earners  by  railroad,  one  with  another,  to  the  orderly 
processes  of  a  carefully  planned  scheme  of  public  regulation.  ^ 

"There  are,  however,  means  whereby  unifi,cation  of  carriei's 
can  be  broupjbt  about  witbout  consolidation  into  one  corporation 
for  ownership,  inanafrement,  and  operation  and  without,  strictly 
speaking,  the  acquisition  of  control  of  one  earner  by  another. 
To  illustrate  this,  it  developed  in  Stock  of  Denver  &  Rio  Grande 
Western  Railroad  (70  I.  C.  C.  102)  that  the  Western  Pacific 
Railroad  Corporation,  a  holding  company  which  owned  all  of  the 
stock  of  the  Weatein.  Pacific  Railroad  Co.,  an  operating  carrier, 
w.as  proposing  to  acquire  all  of  the  stock  of  tbe  Denver  &  Rio 
Grande  Western,  Railroad  Co.,  another  operating  carrier,  thus 
unifying  these  two  carriers  as  effectuaiy  under  common  control 
as  if  one  had  directly  acquired  the  stock  of  the  other.  We  found, 
however,  that  the  *  proposed  acquisition  of  applicant's  stock  by 
the  holding  coiiipany  does  not  constitute  a  consolidation  of  the 
property  of  two  or  more  carriers  by  raOroad  subject  to  the  act 
mto  one  corporation  for  the  ownership,  management,  and  opera- 
tion of  properties  theretofore  in  separate  ownership,  manage- 
ment, and  operation  within  tbe  meaning  of  paragraph  (6)  of 
section  5  of  the  act.'  And  we  further  found  that  *  inasmuch  as 
the  holding  compan}-  is  not  a  carrier  engaged  in  the  transporta- 
tion of  passengers  or  propertv  subject  to  the  act,  the  acquisition 
of  control  of  the  applicant  by  the  holding  company  is  not  within 
the  scope  of  paragraph.  (2)  of  section  5.'  ^ 

"These,  however,  were  carriers  whose  lines  jomed  end  to^end 
and  were  in  no  sense  parallel  or  competing  lines.  If  competition 
had  existed,  the  uniiication  would  probably  have  been' subject 
to  the  prohibition  of  section  7  of  the  Clayton  .Antitrust  Act,  the 
first  two  paragraphs  of  which  read  as  follows : 

"*That  no  corporation  engaged  in  commerce  shall  acquire, 
directly  or  indirectly,  the  whole  or  any  part  of  the  stock  or  other 
.share  c.apital  of  another  corporation  engaged  also  in  commerce, 
where  the  effect  of  such  acquisition  maj  be  to  substantially 
lessen  competition  between  the  corporation  whose  ^  stock  is  so 
acquired  and  the  co.rporation  making  the  acquisition,  or  to 
restr.aiii  such  commerce  in  anj  section  or  community,  or  tend  to 
create  a  .monopoly  of  any  line  of  commerco. 

"■'.No  coiporation  shall  arcjuire,  directly  or  indirectly,  the 
whole  or  .any  part  of  the  stock  or  other  share  capital  of  two  or 
more  corporiitions  engngfd  in  coinine«e  where  the  effect  of  such 
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acquisition,  or  the  use  of  such  stock  by  the  voting  or  grantino'  of 
proxies  or  otherwise  may  be  to  substantially  lessen  competition 
between  such  corporations,  or  any  of  them,  whose  stock  or  other 
snare  capital  is  so  acquired,  or  to  restrain  such  commerce  in  any 
section  or  community,  or  tend  to  create  a  monopoly  of  any 
Ime  of  commerce.'  "^ 

"Clearly  the  second  paragraph  above  quoted  is  designed  to 
prevent  a  corporation  which  is  wholly  or  in  part  a  hohding  com- 
pany from  acquiring  stock  of  two  or  more  corporations  engao-ed 
m  commerce,  including  railroad  companies,  where  the  effect 
of  such  acc[ui8ition  may  be,  among  other  thinjjs  to  substantiaUy 
lessen  their  competition  with  each  other.  Clearly,  also  th"e 
first  paragraph,  because  of  the  words  'directly  or  indirectly' 
would  cover  the  mdirect  acquisition  by  one  railroad  company 
ot  the  stock  of  another  through  one  or  more  subsidiary  corpora- 
lions  • 

"But  a  further  means  of  unifying  carriera  through  conmion 
control  or  affiliation  has  been  developed  which,  in  our  opinion 
merits  most  sctious  attention.  This  method  also  utilizes  the 
mechanism  of  holdmg  companies,  but  in  a  somewhat  different 
way.  It  may  be  illustrated  by  relating  our  understanding  as  to 
the  facts  with  respect  to  two  important  holding  companies 
which  have  recently  been  created.  One  of  these  is  the  Alleghany 
Corporation  and  the  other  is  the  Pennroad  Co.  Whether  or  not 
our  understandmg  as  to  the  facts  is  in  aU  respects  correct  we 
are  unable  to  say,  smce  we  have  no  direct  jurisdiction  over 
either  of  these  companies,  but  it  will  serve  sufficiently  weU  for 
.  purposes  of  illustration. 

"Both  of  these  companies,  as  we  understand  the  situation, 
are  purely   holding  companies.     That  is  to  say,  the  property 
which  they  own  is  not  physical  property,  but  consists  solely  of 
the  stocks  or  secunties  of  other  companies.    The  Alleghany 
Corporation  now  owns  various  stocks  of  railroad  companies 
It  IS  not  controlled  by  any  railroad  company  but  is  controlled, 
through  a  combmation  of  direct  and  indirect  means,  by  certain 
interests  which  control,  through  similar  means,  the  New  York 
Chicago  ^  St.  Louis,  the  Erie,  the  Pere  Marquette,  and  the 
Chesapeake  &  Oluo  Radroad  Cos.    The  Pennroad  Co.  also  owns 
various  stocks  of  railroad  companies.    It  is  not  contreUed  by 
any  railroad  company  as  such,  but  its  stock  is  held  under  a  vot  in^ 
trust  agreement,  contmuing  until  May  1,  1939,  and  the  voting 
trustees   are   the    president    and    two    other  directore  of  the 
Pennsylvania  Railroad  Co. 

"If  these  facts  are  correct,  the  Alleghany  Corporation  can.  by 

acquiring  a  controlling  interest  in  the  stock  of  a  railroad  company 

bnng  It  under  common  control  with  the  railroad  companies  above 

mentioned  which  are  controlled  by  the  same  interests  as  control 

the  Alleghany  Corporation,  but  without  itself  holding  control  of 

ri^^""?  controlled  by  any  one  of  these  railroad  companies  as 

such.     In  a  similar  niamier  the  Pemiroad  Co.,  by  acquiring  stock 

contro    of  a  railroad  company,  can  bring  it  under  common 

control  with  the  Pennsylvania  Radroad  without  itself  controUing 

or  bemg  controlled  by  the  latter  carrier  as  such.     In  other  words 

common  control  can  be  effected  in  both  instances  by  a  chain,  one 

Vital  link  m  which  is  made  up  of  the  control  exercised   directly 
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or  indirectly,  over  twO'  or  more  corporations  by  individuals.  The 
process  mm,  of  coiii"8e,  be  facilitiited  by  rediieing  the  control  of 
the  holding  'company  or  of  one  or  all  of  \he  earners  involved  to  a 
relatively  small  if  not  insi,gnifi:cant  financial  interest  through 
various  devices,  such  as  limitation  of  the  \'otinpj  power  of  certain 
chisses  of  stocks,  the  superimposing  or  pyramiding  of  one  holding 
company  on  top  of  another,  and  the  like. 

"t^Tiere  parallel  or  competing  earners  are  involved  we  are  not 
prepared  to  say  that  a  process  of  virtual  imification  bo  brought 
about  is  not  amenable  to  the  provisions  of  section  7  of  the  ClaytoE 
Antitnisfc  Act.  These  provisions  are  couched  in  very  broad 
language,  and  it  will  e\-entually  be  for  the  courts  to  determine 
'how  inclusive  and  effectual  they  are.  Where  no  competition  is 
involved,  'however,  it  is  obvious  tliat  if  our  decision  in  Stock  of 
Denver  &  'Rio  Grande  Western  Railroad,  supra,  was  right,  such 
unifications  may  be  brought  a'bout  without' authority  from  or 
.regulation  of  this  commission.  Certainly  if  common  control  of 
two  railroad  companies  by  a  single  holding  company  is  neither  a 
consolidation  under  section  5  (6)  of  the  interetate  commerce  act 
nor  an  acquisition  of  control  under  section  5  (2),  as  we  found  in  that 
case,  the  same  conclusion  may  be  reached  as  to  common  control 
brought  about  by  uti'lizing  a  holding  company  in  combination 
with  powe,rs  of  control  possessed  by  certain  individuals.  Plainly, 
also,  if  this  be  the  situation,  the  subject.ion  of  the  unification  of 
carriers  by  railroad  to  the  orderly  processes  of  a  carefully  planned 
scheme  of  public  regulation,  which  section  5  was  designed  to 
accomplish,  is  very  likely  to  be  partia'lly  or  even  wholly  defea'ted, 
subject  to  the  possibility  that  the  Clayton  Antitnist  Act  may  in 
some  measure,  after  protracted  litigation,  enable  control  over  the 
situation  U  be  maintained. 

'**'We  call  this,  matter  to  the  attention  of  the  CJongress  because 
we  'believe  that  it  deserves  thorough  invei%afcion  and  serious 
consideration.  What  the  appropriate  remedy  may  be  we  do  not 
undertake  for  the  present  to  say.  Difficult  legal,  and  i>erhaps 
-^institutional,  questions  are  involved,  and  to  some  extent  the 
remedy  must  be  shaped  by  the  facts  which  thorough  investigation 
may  ifiscloise.  Attempts  to  regulate  somewhat  similar  situations 
have  been  made  in  some  of  the  -States.  For  example,  we  under- 
stand that  the  New  York  Public  Service  Commission  act,  chapter 
48  of  the  Consolidated  .Laws  of  New  York,  section  TO,  provides 
as  follows: 

**  *  Save  where  stock  shall  'be  tinnsf erred  or  held  for  the  purposd 
of  coUateral  'Security  o:iily  with  the  consent  of  the  commisBion 
em,powered  by  this  chapter  to  give  such  consent,  no  stock  cor- 
poration of  any  description,  domestic  or  foreign,  other  than  a 
gas  corporation  or  electrical  corporation  or  street  railroad 
corporation,  shall  purchase  or  acquire,  take  or  hold,  more  than 
10  per  tjent  of  the  total  capital  stock  issued  by  any  gas  corpora- 
tion or  electric  corporation  organized  or  existing  under  or  by 
virtue  of  the  laws  of  this  State     *     *     *.* 

"But  such  acquisitions  are  made  valid  if  approved  by  the 
public  service  commission.  Identical  or  similar  provisions  exist 
m  other  States.  Other  possi'ble  means  of  meeting  the  situation 
.might  'be  suggested.  For  the  present,  however,  we  are  not  pre- 
pared to  go  further  than  to  call  this  problem,  together  with  its 
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evident  dangers,  to  the  attention  of  the  Congress  accomi)anied 
by  an  expression  of  our  conviction  that  it  merits  thoroii^-h 
consideration. "  "^ 

Investigation  By  House  Committee 

A  complete  investigation  and  study  of  this  problem  is  now  beins 
made  by  the^  Committee  on  Interstate  and  Foreign  Commerce  of  the 
House,  which,  when  completed,  will  be  available  to  Congress,  and  it 
would  be  useless  to  present  any  superficial  discussion  of  the  subject 

PRESENT  PROPOSED  LEGISLATION 

As  heretofore  noted,  there  is  at  the  present  time  before  this  com- 
mittee for  consideration  S.  668,  and  H.  R.  3208,  differing  from  S.  66g 
m  but  a  few  respects,  is  before  the  House  committee.  The  history 
of  proposed  legislation  leading  up  to  these  two  bills  has  been  given 
pp.  29-38,  supra).  ^ 

The  pui-poses  of  S  668  are  set  forth  in  the  report  of  this  com- 
mittee on  h.  5817,  which  was  introduced  in  the  Seventieth  Confess 
and  favorably  reported.  (Kept.  No.  1884,  70th  Cong.,  2d  sess.) 
The  provisions  of  S.  5817  were  identical  with  those  of  S.  668  except 
that  h.  5817  contamed  a  provision  in  section  207  (2)  for  the  condemna- 
tion by  a  petitioning  carrier  of  the  property  of  a  carrier  not  joininff 
in  the  petition  whenever  the  petitioning  carrier  should  report  un- 
reasonable terms  were  being  insisted  upon  and  the  commission  should 
determine  that  condemnation  was  in  the  public  interest.  This  was 
inserted  as  a  committee  amendment  and  amendments  were  added  to 
other  sections  to  make  them  conform. 

This  provision  was  not  in  the  House  bill,  and,  as  stated,  is  not 
included  m  S.  668.  8.  5817  also  contained  a  provision  that  no  order 
of  the  commission  approving  a  plan  of  unification  should  be  entered 
prior  to  the  completion  of  the  plan  or  plans  referred  to  in  that  section. 

PUBPOSES  OF  S.  668 

The  purposes  of  S.  668  as  set  forth  in  the  report  referred  to  are 

*^The  main  purposes  of  the  bill  are  as  follows: 
"(1)  To  authorize  voluntary  raOroad  unifications,  but  only  to 
«ie  extent  that  they  promote  the  public  interest. 

"  (2)  To  set  up  definite  and  specific  standards  to  be  taken  into 
consideration  by  the  Interstate  Commerce  Commission  in  de- 
termining whether  or  not  a  proposed  unification  will  promote 
the  public  interest. 

"  ^^\7^  enable  the  carriers  to  carry  into  effect  such  a  unifica- 
tion which  has  been  approved  by  the  commission  by  establishing 
a  umform  and  effective  procedure. 

"(4)  To  safeguard  the  interests  of  all  who  might  be  directly 
or  substantially  affected  by  such  a  unification,  especially  carriers 
*^?Aff®J?^*  originally  joined  in  the  plan  of  unification. 

(5)   lo  estabhsh  an  efficient  system  of  supervision  by  the 
commission  m  all  cases  of  proposed  unifications. 

"  (6)  To  provide  adequate  protection  for  all  dissenting  stock- 
holders of  the  carriers  who  are  parties  to  a  proposed  unification 
by  establishing  a  procedure  whereby  they  may  receive  iust  com- 
pensation for  their  stock. 
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"■  (7)  To  remove  the  defects  of  easting  law  which  have  pre- 
ven;ted  the  promotion  of  the  policy  of  voluntary  imifications. 

"  (8)  To  relieve  the  commission  of  the  duty  of  preparing  a 
complete  plan  for  the  unification  into  a  limited  number  of  systems 
of  all  the  railway  properties  in  the  continental  United  States  and 
to  substitute  a  provision  dkecting  the  commission  ■  to  make  a 
study  of  transportation  facilities  and  to  prepare  one  or  more 
tentative  plans  to  he  available  for  its  use  in  passing  upon  petitions 

fftv  iirii'iicfl.tion 

"  (9)  To  permit  the  commission  under  certain  circumstances 
to  authorize  the  acquisition  by  condemnation  of  a  carrier  which 
was  not  a  party  to  the  plan  if  the  commission  determines  that  it 

is  in  the  public  interes't  that  such  carrier  he  made  a  party  to  a 
ii'fiiTicfi  tion 

"(10)  To  prohibit  all  unifications,  including  consolidations, 
mergers,  acquisitions  of  properties,  and  acquisitions  of  securities, 

imdcr  State,  or  Federal  law,  except  as  specifically  provided  in 


**(11)  To  provide  appropriate  relief  from  State  and  Federal 
taxation  in  order  to  encourage  and  make  possible  unifications 
that  wil  be  in  the  public  interest." 

LiTTLB.  Dispute  as  to  SbctIons  on  Procedure 

If  legislation  dealing  with  consolidations  or  unifications  is  to  be 
adopted  or  retained,  there  is  practically  no  dispute  as  to  the  necessity, 
or  at  least  the  advisability,  of  adopting  certain  of  the  provisions  of 
S.  §68,  or  provisions  similar  in  character.    As  to  these  sections  there 

are  some  disputes  as  to  exact  lan|uage  which  were  discussed  in  the 
hearings  on  S.  1175,  but  these  disputes  do  not  go  to  questions  of 
policy.  As  stated,  there  is  some  difference  between  the  Senate  bill 
and  the  House  bill  which  will  be  alluded  to  later. 

Other  provisions  of  the  bill,  dealing  with  matters  of  policy,  may 
well  be  considered  as  more  or  less  controversial. 

In  the  first  class  of  provisions  as  to  which  there  is  a  little  dispute 
woidd  probably  fall  sections  201;  to  first  clause  of  section  202  (2); 
203,  except  for  the  difference  between  the  House  and  Senate  provi- 
sions; 204;  205,  except  for  the  difference  between  the  Senate  and 
House  provisions;  206;  207  (3);  208  except  for  the  difference  between 
the  House  and  Senate  bills,  209;  210  (1),  210  (3),  and  210  (4);  211; 
212;  213;  214;  215;  216;  217. 

DlFFERENCBS  BETWEEN  SENATE   AND   HOUSB  BiLLS  ' 

The  differences  between  the  Senate  and  House  bills  are  the  following : 

ACQUISITION   O'F  STOCK   NOT   AMOUNTING    TO   CONTROL 

(1 )  Under  section  202  (2)  of  the  Senate  bill  an  order  of  the  com- 
mission is  not  required  for  the  acquisition  by  a  carrier  of  stock  of 
another  carrier  not  amountinE  to  a  controUing  interest  except  that 
such  shares  can  not  be  voted  on  a  question  of  unification  without 
commission  tipiiroval,  nor  to  the  acquisition  of  additional  shares  of 
stock  of  a  carrier  already  under  control,  although  both  such  acquisi- 
tions are  subject  to  the  ordinaiy  provisions  of  State  and  Fedeiral 
law.    The  House  bill  requires  commission  approval  for  the  acquisi- 
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tion  of  any  securities  except  those  of  Class  II  or  III  carriers,  and  in 
the  case  of  such  carriers  that  securities  acquired  may  not  be  voted 
until  the  commission  has  made  an  order  of  approval.* 

STATE   LAWS   AS   TO   CONSOLIDATIONS 

(2)  Under  section  203  (2-c)  of  the  Senate  bill  a  consolidation  may 
take  place  under  authority  of  the  commission  without  reference  to 
State  law.  Under  the  House  bill  a  consolidation  as  distinguished 
from  a  merger  or  acquisition  of  property  or  securities  may  be  effected 
only  under  State  law.  *^ 

BONDS  WITH   VOTING   POWER 

(3)  Under  the  Senate  bill,  section  208,  while  the  holders  of  all 
voting  securities  are  entitled  to  vote  upon  unification  plans,  such 
holders  will  be  held  to  have  consented  to  the  plan  if  the  majority  of 
the  votes  of  the  stockholders  are  cast  in  favor  of  the  adoption  of  the 
plan  unless,  in  case  of  bonds  with  voting  power,  the  trustee  in  the 
mortgage  securing  the  bonds  shall  file  a  certificate  showing  that  the 
holders  of  the  majority  of  such  bonds  dissent  from  the  plan.  In  that 
case  the  majority  of  the  votes  to  which  the  holders  of  all  voting 
securities  are  entitled  is  required.  The  House  bill  casts  no  burden 
upon  the  bondholders  but  requires  in  the  first  instance  a  majority  of 
the  votes  to  which  the  holders  of  all  voting  securities  are  entitled  in 
order  to  register  consent  to  a  plan. 

CONDEMNATION   PROPERTIES   NONASSENTING   CARRIERS 

(4)  As  has  been  noted,  S.  5817  as  reported  contained  a  provision 
for  condemnation  of  the  property  of  nonassenting  carriers.  The 
House  bill  contained  no  such  provision  and  S.  668  omits  it. 

PLAN 

(5)  The  Senate  bill  provides  for  the  preparation  of  a  plan  or  plans 
by  the  commission  to  be  used  as  a  guide  in  passing  upon  petitions  for 
unifications.  This  provision  will  be  discussed  more  at  length  later. 
The  House  bill  contains  no  such  provision  and  repeals  all  the  pro- 
visions of  existing  law  relating  to  the  preparation  of  a  complete  plan. 

ACQUISITIONS   UNDER   PARAGRAPH   2,    SECTION  6 

(6)  The  Senate  bil  retains  paragraph  (2)  of  section  5,  providing 
for  acqmsitions  of  control  not  amounting  to  consohdations,  with 
slight  amendments  although  it  provides  in  section  215  that  the  com- 
mission may  make  it  a  condition  of  further  consideration  of  an  appli- 
cation  under  that  section  that  further  proceedings  be  in  accordance 
with  and  the  entry  of  any  order  subject  to  the  provisions  of  the  biU. 
The  House  bill  leaves  paragraph  2  in  force  only  as  to  pending  cases 
and  provides  that  no  application  shall  be  made  under  that  section 
after  the  bill  becomes  a  law. 

In  view  of  the  provisions  of  subparagraphs  (a)  and  (d)  of  paragraph 
(2)  of  section  203  it  is  difficult  to  understand  why  paragraph  (2^  of 
section  5  should  be  carried  forward  as  it  merely  appears  to  mtroduen 
compHcations  in  the  way  of  procedure.  If  there  is  to  be  consolida- 
tion legislation,  it  would  appear  that  the  provisions  of  the  House 
bill  with  reference  to  this  section  are  more  consistent  with  simplified 
procedure. 
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Eliminatmg  from  present  consideration  the  sections  above  referred 
to,  there  are  left  the  following  sections,  or  portions,  deahng  with 
matters  of  policy  rather  than  proceciiire:  Section  202  (1),  section  202 
(2)  after  firat  clause,  section  207  (I),  section  207  (2),  section  207  (4), 

gection  210  (2),  section  218. 

ACQUISITION   OF  STOCK   NOT  AMOUNTING  TO   CONTROL 

As  to  section  202  (2)  after  first  clause,  this  deals  with  the  acquisi- 
tion of  stock  in  an  amount  not  sufficient  to  constitute  control,  the 
accmisition  of  additional  shares  by  a  carrier  having  control  of  another, 
ma  the  fonnation  of  subsidiary  corporations;  and  the  differences 
between  the  Senate  and  House  views  have  been  presented  above. 
From  a  reading  of  the  hearings  there  appeared  to  be  httle  or  no  dis« 
pute  as  to  the  propriety  of  pcnnittmg  the  acquisition  of  additional 
stock  of  a  carrier  already  under  control,  without  approval  of  the 
commission...  There  was,  however,  considerable  discussion  as  to  the 
.advisabilitv  of  peniiitting  the  acquisition  by  a  earner  of  shares  of 
stock  of  another  carrier,  not  amounting  to  a  controlluig  interest, 
'Without  approval  of  the  commission..  A  hearing  dealing  almost 
©ntirelv  with  this  p.ro vision  was  held  by  the  .House  committee  on 
December  4,  1928."  (Hearing  on.  H.  B.  12620,  70th  Cong.,  2d  sess., 
before  Committee  on  I.nter8.tate  and  Foreign  Commerce  of  the 
House.)  The  represent.atives  of  the  railroads  were  inclined  to  ^ the 
belief  that  there  .is  a  serious  constitutional  question  as  to  the  right 
of  Congress  to  forbid  the  ownership  of  secu.rities  of  one  railroad  by 
mnother,  if  such  ownership  am,ounts  to  less  than  control. 

The  practical  argument  was  that  it  would  be  difficult  to  purchase 
stock  in  the  open  market  at  a  reasonable  price  when  public  notice 
h.ad.  been  given  of  the  intention  to  acquire  it.  On  the  other  h.and,  it 
was  aii^uei  that  to  permit  the  purchase  of  stock  up  the  point  of  con- 
trol without  commission  supervision  and  approval  would  create  an 
indeinite  situation,  under  which  a  large  part  of  stock  necessary  for 
control  might  b©  purchased  without  approval,  and  the  earner  then 
focpiired  to  come  in  to  ask  approval  of  the  purchase  of  onlv  the  small 
percentage  necessary  to  complete  control,  or  that  the  purchase  of  less 
than  a  majority  of  the  outstanding  stock  might  in  fact  result  m  actual 
control  without  having  the  matter  having  been  referred  to  the  com- 
mission at  all.  The  answer  to  this  was  that  no  earner  would  take 
the  risk  of  effecting  an  iUegal  unification.  A  very  clear  picture  of 
the  opposing  contentions  is  found  in  the  examination  of  Mr.  Thom. 
hy  Congressman  Denison  and  Congressman  Mapes,  pages  38-44, 
hearings  H.  H.  12620.  There  appears  to  have  been  no  disci^ion  of 
any  length  as  to  the  provision  permitting  the  formation  of  subsidiary 
corporations  and  the  acquisition  of  their'  securi.ties. 

C0N.DITI0.N8  .OF   ACQUI.SITIO.M   NONJOININO   CARRIERS 

Section  207  (1)  provides  in  substance  that  if  after  hearing  the  com- 
mission is  of  opinion  that  a  proposed  unification  will  promote  the 
public  interest  in  accordance  with  the  provisions  of  section  202 
(w^hich  will  be  discussed  later),  and  that  conditions  precedent  have 
been  complied  with,  the  commission  shall  enter  an  order  approving  the 
lilan.  Authority  is  given  to  approve  the  plan  as  set  forth  m  the  peti- 
tion, or  with  such  modifications  or  by  such  methods  or  upon  such 


terms  and  conditions,  including  conditions  as  to  terminal  facihties, 
as  the  commission  may  prescribe  in  the  public  interest.  If  the  com- 
mission finds  upon  objection  of  a  security  holder  of  a  party  carrier 
that  any  terms  and  conditions  of  the  plan  are  unfair  or  unreasonble, 
it  may  approve  the  plan  upon  such  terms  and  conditions  as  it  finds 
fair  and  reasonable. 

Section  207  (2)  provides  in  brief  that  if  the  commission  has  imposed 
as  a  condition  of  approval  of  a  proposed  unification  that  a  carrier  not 
joining  in  the  petition  (whether  or  not  an  inter\'eiior)  be  made  a  party 
to  the  proposed  unification,  the  petitioning  carriers  may  report  to 
the  commission  their  efforts  to  comply  with  the  condition,  and  if  the 
commission  is  of  the  opinion  that  unreasonable  terms  are  being  asked, 
It  may  revoke  or  modify  the  condition,  or  if  requested  by  the  carrier 
to  be  brought  in,  may  prescribe  the  terms  on  \^'hich  it  may  be  made  a 
party. 

As  heretofore  noted,  the  clause  of  the  same  section  of  S.  5817  pro- 
viding for  the  authorization  by  the  commission  of  condemnation  pro- 
ceedings has  been  omitted  from  S.  668. 

^  It  has  been  urged  at  the  various  hearings  which  have  been  held 
since  1924  that  the  protection  of  w^eak  roads  and  short  Hues  under  a 
policy  of  voluntary  consoMdation  would  be  insured  by  giving  the  com- 
mission authority  to  impose  as  a  condition  of  the  approval  of  any 
proposed  consohdation  that  carriers  not  joining  in  fiMng  the  petition 
be  made  parties  to  the  unification.  The  argument  is  that  carriers 
desiring  unification  and  being  unable  to  secure  it  except  upon  the  con- 
dition that  they  take  in  weak  or  short  roads  would  do  so  rather  than 
bo  denied  approval  of  their  plan.  It  was  to  reheve  situations  where 
the  weak  or  short  roads  would  demand  unreasonable  terms  that  the 
provisions  of  207  (2)  were  included. 

Although  the  commission  as  early  as  1925  requested  that  they  be 
given  "specific  authority  to  disapprove  a  consohdation  or  acquisition 
upon  the  ground  that  it  does  not  include  a  carrier  or  all  or  any  part  of 
Its  property  which  ought  to  be  included  in  the  pubhc  interest  and 
which  It  IS  pcssibe  to  include  upon  reasonable  terms"  (excerpt  from 
1925  report,  p.  33.  supra),  and  although  Commissioner  Eastman 
directed  specific  attention  to  the  failure  to  include  a  statement  of 
such  specific  authority  in  S.  1870  (hearings,  S.  1870,  p.  56),  neither  in 
any  of  the  subsequent  bills  nor  in  S.  668  is  such  authority  given  except 
through  the  granting  of  general  power  to  attach  terms  and  conditions, 
and  by  inference  through  the  provisions  of  207  (2).  If  such  a  condi- 
tion is  proper  there  appears  no  reason  w  hy  the  suggestion  of  the  com- 
mission should  not  be  followed. 

A  question  was  raised  at  the  hearings  on  S.  1175  as  to  the  use  of 
the  word  "shall"  m  the  first  sentence  of  207  (1),  the  suggestion 
being  made  by  Senator  Couzens  that  it  be  changed  to  "may."  Mr. 
Thom,  representmg  the  railroads,  stated  that  from  the  standpoint 
he  was  advocating  he  did  not  think  it  very  important.  (Hearings 
S.  1175,  pp.  99-100.)  However,  the  word  was  left  "shall"  in  the 
reported  bill  and  so  appears  in  S.  668. 

Assuming  that  section  207  does  authorize  the  commission  to  include 
as  a  condition  of  a  unification  the  inclusion  of  short  or  weak  lines 
(and  as  suggested  any  doubt  can  be  removed  by  including  the  lan- 
guage suggested  by  the  commission),  the  question  immediately  arises 
as  to  the  effectiveness  of  the  section  in  view  of  paragraph  (2).  With 
a  condemnation  clause  attached  the  non petitioning  carrier  could  bo 
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broiiglit  ill  regsirdless  of  it.«  titlitiide.  The  objection  to  the  condemna- 
tion clause  is. ""that  it  desti'./>\"s  the  Yoluntary  nature  of  tJie  nroceedmg. 
W'itliout  it,  however,  tliere  cAfi  certainly  he  no  buildmg  up  of 
svstems  according  to  any  pltin  if  there  i«  n  d is ftsrreement  between  the 
pet'itioiiing  and  nonpetitioniiig  earriei's  as  to  tlie  reason iililcness  of 
terms.  All  the  eomiiiission  can  do,  if  tJie  noni:)t:>tiiioinng  carrier  does 
not.  recnicst  it^  to  prescribe  tlie  terms,  is  to  recede  from  its  poaiti^oii 
or  stand  by  its  original  order  and  refuse  approval.  Whctlier  'it 
would  do  tiie  hitter  "if  tJie  original  vmification  aimeared  proper  and 
the  coinmission  fell  t-liiit  the  carrier  sought  to  b©  brought  m^  was 
unreasonable,  is  a  matter  for  conjecture.  Wh,atevei-  the  final  decision 
tlie  statute  would  hardly  be  very  effective  in  solvmg  the  weak-lm© 

proHem.  ,    ,   ,    ,  ,,  , 

Even  with  a  condemnation  clause  included  there  would  be  no  eom- 

piilsion,  on  the  petitioning  earriere  to  proceed  to  condemnation.  Prob- 
ably the  section  as  introduced,  with  the  amendments  suggested,  pre- 
sents as  effective  a  method  as  can  lie  devised  under  a  voluntary  system. 
That  it  is  of  sufficient  potency  to  make  tlie  consolidat  ion  act  an  effective 
remedy  for  tbe  ills  of  t^he  weak  and  short,  lines  might  be  said  to  be  at 
least  very  debatable. 

ISSI7E   OF   SECIJBITIES 

Section  207  (4)  makes  the  issue  of  secu'rit.ies  subject,  to  tbe  provisions 
of  section  20a,  and  is  a  su,hstit.ute  for  section  5  (6b)  of  tbe  inter- 
state commerce  act,  limiting  issues  of  securities  to  tbe  value  of  the 
consolidated  properties.     This  is  included  among  the  controvereial 

provisions  because  of  the  change  of  policy. 

CHANGE    OF   POLICY    AS   TO    COMPETITION    AND    EXISTING    EOUTBS   AND 

€H,A,XNELdi   OF   TKADE 

Sections  202  (1),  210  (2'),  and  218  involve  vital  questions  of  policy 
and  include  the  matters  wl'iich  have  been  subject  of  discussion  for  the 

past  10  years  whenever  the  matter  of  consolidation  has  been,  under 
consideration. 

In  order  to  properly  present  the  change  of  policy  contemplated  by 
S.  668,  the  salient  provisions  of  section  5  (4)  and  5  (6)  of  the  intei-state 
commerce  act.  and  those  of  section  202  (1)  of  S.  668  are  presented  in 
parallel  columns. 

Tbansportation  Act  S.  668 


Lawful  for  two  or  more  carriers 
by  railroad  to  consolidate  prop- 
erties,, or  part,  into  one  corpo- 
ration. 

Consolidation  must  be  in  accord- 
ance with  complete  plan  and 
approved  by  commission. 

In  division  of  railways  in  systems 
under  plan — 

Competitiou  s/will  he  prr^c' ■■■■■'!  as 
tuny  as  possible — 

Wherever  '  practical)Ie  existing 
routes  and  channels  of  trade 
sliall  be  maintained. 


Unification   of   carriers   or   their 

property  tlirough  any  method 
provideil  for    by  bill    author- 


m  any  case  in  wlucli  m  ^opinion 
of  commission  unification  will 
promote  public  interest. 

In  determining  public  interest — 
Commission  simu  gim  due  con- 
s''-'■ifmn   to   maintenance    of 

€.ouii.>etition  between  carriers 
and '  the  prevention  of  any  un- 
due lessening  of  existing  ^om- 

L/lr  t'i  Lllul'li""' 


the    preservation    and    improve- 
ment of  the  service  afforded  by 
necessary  w^eak  or  short  lines— 
the  promotion  of  economy — 
the  affording  of  better  service — 
the  securing  of  a  simplified  and 
more    effective    regulation    of 
carriers — 
the  ultimate  establishment  of  a 
niunber  of  strong  and  efficient 
systems — 
well  balanced  within  themselves — 
and  with  other  systems — 
and  to  such  other  factors  as  may 
be  in  the  public  interest. 


Subject  to  foregoing  require- 
ments— 

Several  systems  shall  be  so  ar- 
ranged— 

that  cost  of  transportation  as  be- 
tween competitive  systems — 

and  as  related  to  the  values  of  the 
prooerties— 

shall  be  the  same,  so  far  as  prac- 
ticable— 

so  that — 

Systems  can  employ  uniform 
rates  in  movement  of  competi- 
tive traffic  and — 

under  efficient  management  earn 
substantially  some  return  on 
value  of  respective  railway  prop- 
eroes. 

ELEMENTS    OP   ORIGINAL   ACT   OMITTED 

In  short,  there  have  been  omitted  from  the  present  proposed  legis- 
lation three  elements  which  were  considered  basic  at  the  time  of  the 
passage  of  the  original  act. 

There  is  no  requirement  that  consolidations  confomi  to  a  plan. 

There  is  no  specific  requirement  that  in  the  division  of  railways 
into  systems  competition  shall  be  preserved  as  fuUv  as  possible. 

There  is  no  requirement  that  existing  trade  routes  and  channels  of 
trade  be  maintained;  m  fact,  there  is  not  even  a  reference  to  such 
maintenance. 

In  place  of  these  requirements  of  the  original  law.  which  were  in 
reality  prerequisites,  there  is  substituted  the  general' test  of  the  pro- 
motion of  pubhc  interest,  and  the  maintenance  of  competition  is 
merely  one  element  to  be  considered  in  determining  public  interest. 

Competition: 

That  there  may  be  no  misunderstanding  as  to  the  construction  of 
section  202  (1)  there  is  quoted  from  the  report  of  the  House  committee 
on  H.  R.  12260  adopted  as  a  part  of  the  report  of  this  committee  on 
b.  5817,  the  statements  as  to  competition.     (Italics  by  wTiter.) 

"Section  202  (1)  authorizes  a  unification  of  carriers  or  of 
property;  of  carriers,  but  only  if  the  Interstate  Commerce  Com- 
mission is  of  opimon  thai  the  unification  will  promote  the  public 
interest.  This. paragraph  requires  the  commission  t^  give  due 
consideration,  among  other  matters,  to  the  maintenance  of  com- 
petition between  carriers  and  the  prevention  of  any  undue  lessen- 
ing of  existmg  competition,  the  preservation  and  improvement 
oi  the  service  afiorded  by  the  necessfxy  w^eak  or  short  fines,  the 
promotion  of  economy,  the  affording  of  better  service,  the  secur- 
ing of  a  sunphhed  and  more  effective  regulation  of  carriers,  and 
the  ultimate  establishment  of  a  number  of  strong  and  efficient 
systems  well  balanced  within  themselves  and  with  otlier  syisteins. 
The  paragraph  does  not  require  the  commission  to  find  that  each 
of  tfi£  above  will  result  from  a  proposed  unification. 

******* 
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*'*Ftirtliennore,lft<^  paragraph  merely  requires  thnt  ike  commimm 
shdi  gim  dm  cmmidemtwn  to  the  ahm}e  factors.  It  does  not  m,ean 
that  greater  considefation  should  be  given  to  any  one  of  ^  them 
than  to  any  of  the  others.  It  means  that  a  sound  balancing  of 
all  the  fac^tow  in¥ol¥ed  in  any  proposed  unification  will  result  m 
the  opinion  that  the  unification  will  promote  the  public  mterest. 
#  ♦  *  *  *  ♦■  * 

**  Mainiemnce  of  eompeiUim.— The  paragraph  requires  the 

commission  to  give  due  consideration  to  the  mamtenance  of 
competition  between  carriers.  It  will  be  observed  that  this  does 
mt  rehire  the  fmintenanm^  of  existing  mmpefition,,  but  merely  tfmt 

there  mmt  he  competUiom  after  a  wiijkation  if  there  is  competition 
Imfore  the  un-ificaiim.  It  is  ob'vious  that  ^com,petition  between, 
two  strong  carriers  after  a  unification  will  prove  mucli  more 
effective  than  any  existing  competition  between  a  strong  and  a 
weak  carrier.  Consequently,  the  public  interest  will  be  materi- 
,ally  promoted  if,  in  such  case,  the  existing  competition  is_replaced 
hy  effective  competition  between  carriers  of  substantially  the 

same  strength.  .,       . 

'*  Undm  lemening  of  eMsting  competition^. —iJue  consideration 
must  also  be  given  to  the  prevention  of  any  undue  lessening  of 
existing  competition.  This  provision  does  not  mean  that  there 
can  be  no  lessening  of  existing  competition,  and,  obviously,  the 
sn'bstitution  of  effective  and  substantial  competition  desciibed 
above  could  not  be  accomplished  mthout  some  elimination  of 
the  existing  competition  between  the  strong  and  weak  carriers. 
It  is  only  undue'  lessening  that  the  commission  must  prevent. 
If  the  public  interest  unquestionably  requires  the  lessening  of 
existing^  competition,  it  is  obvious  that  such  lessening  mil  not 
be  "undue."  Again,  the  primary  purpose  of  competition  among 
railroads  is  to  promote  efficiency,  economy,  and  better  service. 
Competition  which  required  dupMcation  and  increases  costs  has 
a  contrary  effect  and  may  well  be  eliminated. 

"The  real  advantages  to  the  public  of  substantial  competition, 

it  is  believed,  can  be  gained  only  through  unification  resulting 

in  competitive  systems   of  approximately  equivalent  eaniing 

power,  financial  strength,  and  efficiency.     Such  a  result  would 

m  iteelf  amply  justify  the  enactment  of  the  bill.'" 

If  the  mainten.ance  of  existing  competition  should  no  longer^ be 

considered  as  a  primary  prerequisite,  in  dealing  with  the  consoUdation 

problem,  the  provisions  of  section  202   (1)  are  appropnate.    The 

departure  from  the  original  poMcy  announced  by  sponsors  of  the  con- 

solidatiou  program,  such  as  Senator  Cummins  and  Senator  Kellogg, 

B  so  radical,  however,  that  if  the ^ new  policy  is  to  be  adopted,  there 

should  be  no  misconception  as  to  its  import. 

Plan'  : 


The  matter  of  provision  for  a  plan 
ion  of  propo^'sed  unifications  will  be 


tion^ 
.section  218. 


to  be  followed  in  the  considera- 
be  considered  in  the  discussion  of 


Maintenance  or  Existing  Rotjtes: 

The  omission  of  any  requii'ement  as  to  the  maintenance  of  existing 
routes  and  channels  of  trade  is  perhaps  worthy  of  as  much  consider- 
ation as  the  change  of  policy  as  to  competition. 
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An  exammation  of  Doctor  Kidd's  study  and  a  reference  to  the 
extracts  from  that  study  presented  here  on  the  question  of  open  and 
closed  gateways  discloses  how  important  that  feature  is  considered  by 
students  of  the  proposed  Reading-Baltimore  &  Ohio  unification. 
That  example  is  only^  typical  In  the  r6sum6  given  eariier  in  this 
study  of  the  del)ates  in  Congress  and  of  testimony  given  at  hearings 
the  statement  was  constantly  reiterated  that  there  could  be  no 
competition  in  rates  between  carriers  serving  the  same  territory,  but 
there  could  be  competition  in  service,  and  that  competition  should 
by  all  means  be  preserved.  The  shipper  located  on  a  single  railroad, 
or  an  entire  producing  territory  served  by  only  a  single  railroad,  does 
not  have  parallel  line  competition,  but  docs  have  connecting  line 
competition,  and  the  more  optional  routes  available,  the  greater  the 
competition  and  the  better  the  service.  Every  time  a  through  route 
IS  closed  the  pubhc  is  deprived  of  an  opportunity  for  better  service. 

Under  the  present  statute  the  commission  has  felt  authorized 
to  impose  as  conditions  to  proposed  unifications  that  routes  oif  trade 
via  existing  gateways  be  kept  open  and  efficiently  maintained. 
(Acquisition  of  Buffalo,  Rochester  &  Pittsburgh  by  Baltimore  &  Ohio, 
Finance  Docket  7645.  See  also  90  I.  C.  C.  133.)  '  Assumin<r  the  pres- 
ent authority  of  the  commission  to  attach  such  conditions,  what  will 
be  the  situation  if  the  requirement  as  to  maintaining  existing  routes 
js  repealed  and  no  similar  provision  included  in  the  new  legislation? 
Will  it  not  be  claimed  that  it  was  the  intention  of  Congress  to  have 
omitted  in  unification  matters  any  consideration  of  the  maintenance 
of  through  routes?  It  might  be  said  that  the  words  "such  other 
factors  as  may  be  in  the  pubhc  interest"  would  include  this  factor, 
but  its  omission  seems  significant,  especially  in  view  of  the  fact  that, 
at  least  as  an  element  of  pubhc  interest,  it  was  included  in  the  draft 
of  the  Railway  Executives'  iissociation,  and  in  stronger  terms  in  the 
original  draft  of  S.  1175. 

At  the  hearings  on  S.  1175  (p.  92)  there  was  submitted  by  Mr. 
Thorn  a  telegram  from  Judge  Lovett  as  to  the  proposed  omission 
of  the  provision  in  question  as  follows : 

"Answering  your  telegram,  I  consider  the  repeal  of  existing  law 
requiring  the  commission  to  preserve  existing  routes  and  chan- 
nels of  trade  and  commerce  to  be  maintained  wherever  practica- 
ble would  be  very  unwise.     It  would  put  new  difficulties  in  the 
way  of   consohdations   and   unifications.     It   would   open    the 
door  to  numerous  ambitious  trade  centers  to  seek  concessions 
from  carriei-s  formulating  plans  or  to  intervene  before  the  com- 
mission, prolonging  i)roceedings  and  producing  fights  with  other 
trade    centers.     Furthermore,    it    would    afford    opportunity, 
though  possibly  remote,  for  arousing  partisanship  among  com- 
missioners from  diffeient  locahties.     *,    *     *     But  the  lines  I 
represent  have  no  special  interest  in  matter,  and  certainly  I  have 
none  pei-sonallv.     My  only  purpose,  personally,  is  to  aid  in  per- 
fecting the  bill  as  far  as  possible  and  avoiding  senseless  and 
injurious  mistakes.     I  believe  you  ought  to  emphasize  as  effec- 
tiyely  as  you  can  the  objections  above  suggested,  if  you  agree 
with  them,  and  any  othei-s  that  occur  to  you,  not  in  the  interest 
of  any  particular  line  or  locahty  but  for  the  general  welfare." 
Following  the  readmg  of  this  telegram  there  ensued  a  discussion 
between  Mr.  Thorn  and  memljers  of  the  committee,  and  it  would 
appear  that  the  omission  of  the  existing  route  clause  had  been  in- 
tentional. 
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The  possible  conaeciiiences  which  might  follow  the  repeal  of  this 

provision:  of  existing  law  are  so  serious  as  to  warrant  the  calHnc:  of 
s I'lerial  a 1 1 e n  t  i  on  to  i  t  s  oiiiissioii . 

ANTITRUST   LAWS 

Se(iyion  210  (2)  carries  forward  the  provisions  of  section  5  (8)  of  the 
present  act,  relieving  carriera  affected  by  imificatioE  ordera  from  the 
operation  of  tlie  antitrust  laws  and  other  St.ate  or  Federal  restraints. 
The  new  section  elaborates  tlie  present  law,  mentionini^^  the  officers-,. 
directors,  etc..  of  the  caniere  involved;  Mfting  tlie  prohibition  against 
interlocking  directorates,  and  specifically  referring  to  State  consti- 
tutions as  'well  as  laws,  and  to  decisions  or  orders  of  State  authorities. 

A  discussion  of  this  provision  is  unnecessary  here.  Its  nieaning  is. 
clear.  The  question  for  determination  in  connection  with  it  is  a  ques- 
tion of  .governmental  policy:  whether  the  necessities  of  the  situation: 
are  such'  as  to  require  a  eontinu,ancc  of  this  departure  from  an  estab- 
lished pohcy  of  the  nation.  If  so,  the  section  is  well  drafted.  ^  If  n,ot.. 
considerati«>n  must  be  given  to  the  fi'aining  of  a  section  which  will 
express^  the  extent,  to  wtiich  Congress  may  desire  to  relax  or  modiff ■ 
the  provisions  of  the  antitrust  and  sinoilar  laws,  if  at  all. 

COMMiBTB  P'liAN 

As  heretofore  noted  the  House  bill  makes  no  provision  for  a  com- 
plete plan.     Sec-  218  of  S.  668  reads: 

"Sec.  218,  The  commission  is  directed  to  complete,  as  soon^as. 
practicable,  a  coniprf^hensive  study  of  the  transportation  facili- 
ties of  the  rwlroads  in  respect  to  the  grouping  thereof  into  sys- 
tems, as.  provided  in  section  202,  and  therefrom  to  prepare  and 
make  public  a  plan  or  plans.  Such*  plans  shall  be  tentative  only 
but  small  be  available  for  such  assistance  as  the  study  ^  may 
■properiy  famish  to  the  commission  in  passing  upon  petitions. 
filed  under  this  title.  If  any  such  plan  or  any  subdivisioa 
thereof,  or  any  materi.:ai  accumulated  in  connection  with  such 
study,  is  used'by  the  commission  it  shall,  by  reference  or  (Jlhcr-- 
wise^'  be  made  a'  part  of  the  record  in  the  procwdings  upon  the 
petition.  Actiou  in  respect  to  a  petition  under  this  title  shall 
not  be  delayed  or  deferred  pending  the  •completion  of  such  study 
and  the  preparation  of  the  plan  or  plans. " 
This  section  is,  of  cioume,  a  compromise.  Just  what  effect  it  may 
have  is  problematical.  The  report  of  the  committee  on  S.  5817 
states: 

"This  provision  is  intended  to  ^ve  the  commission  a  workmg 

basis  for  its  consideration  of  petitions  and  is  in  fact  a  substitute' 

for  the  more  rigid  provisions  of  existing  law. " 

In  theory  probably  it  would-be  expected  that  the  coimnission 

would  use  this  plan  as.  a  guide  in,  the  endeavor  to  eventually  secure- 

the  accompiishment,  of  what  was  termed  by  Mr.  Albert  H.  Harris,,. 

chairman  of  the  execu,tive  committee  of  the  New  York  Central 

Lines,  "the  grouping  of  the  railroads  of  tlic  country,  which  was  one  of 

those  dreams  that  appeal  more  to  the  imagination  than  to  the  com- 

mon  sense."'     (Hearin.^8,  H.  H.   12620,  p.  16.)    Just  how  far  the^ 

commission  might  consider  tiiis  plan  in  the  determination  of  puhlic' 

interest  or  whether  they  will  be  permitted  to  consider  it  at  all  is  a. 


matter  of  conjecture.  If  they  are  pennitted  to  consider  it,  it  will 
practically  take  the  place  of  the  present  provision,  but  without 
a  dehnite  statement  m  the  law  of  its  function.  If  they  may  not  con- 
sider it,  it  is  little  more  than  a  gesture. 

Feovisions  as  to  Peocedure  Meet  Defects  of  Peesent  Law 

S.  668  in  so  far  as  it  covers  matters  of  procedure,  answers  many  of 
the  objections  which  have  been  made  to  the  present  law  on  the  basis 
of  madequacy,  and  the  provisions  as  to  procedure  have  been  worked 
out  over  a  period  of  six  years.  If  any  consolidation  legislation  is  to 
be  enacted,  whatever  position  may  be  taken  on  questions  of  policy 
the  procedural  provisions  of  S.  668,  and  other  sections  referred  to  as 
noncontroversial  might  well  be  adopted  without  material  change 

No  Provisions  as   to  Holding  Companies   or  Peotection  of 

Employees 

The  bill  omits  to  make  any  provision  for  the  regulation  of  holding 
company  operations,  and  wholly  omits  any  provisions  for  the  protec- 
tion of  the  m teres ts  of  labor. 

Voluntary  System 

The  legislation  being  intended  to  provide  for  a  voluntarv  system  of 
consohdation  only,  there  are  of  course  no  provisions  compelHng  the 
foraiation  of  systems  such  as  were  contemplated  in  the  original  act 
and  Ho  compulsion,  direct  or  indirect,  except  as  may  be  provided  by 
section  207,  upon  any  strong  carrier  to  acquire  any  short  or  weak  line. 
♦  ♦♦  #  *"*  « 

From  the  study  of  the  subject  of  railroad  consohdations  and  unifi- 
cations reported  herein,  I  reach  the  following  conclusions,  which  are 
respectfully  submitted  for  consideration  by  the  committee. 

CONCLUSIONS 

1.  That  there  is  a  diversity  of  opinion  as  to  the  policy  of  railroad 
consolidations  and  as  to  the  provisions  of  existing  law  and  of  pro- 
posed legislation  dealing  with  that  policy. 

2.  That  the  consolidation  provisions  of  the  transportation  act  were 
based  upon  the  following  propositions: 

(a)  That  the  same  rates  must  be  charged  by  all  carriei-s  in  any 
given  competitive  territory  for  similar  service. 

(6)  That  average  rates  must  be  fixed,  based  on  the  average 
condition  of  all  carriers  m  any  given  competitive  territory,  as  a 
whole. 

(c)  That  without  equalization  as  between  the  carriers  in  such 
territory,  average  rates  would  result  in  inequaHties  of  return, 
pvmg  excessive  rates  to  the  strong  and  inadequate  rates  to  the 

weaK. 

(d)  That  equalization  between  the  carriers  could  be  secured  by 
combining  strong  and  weak  roads  into  svstems,  these  systems  to 
be  of  approximately  equal  strength  so  that  average  rates  would 
produce  a  fair  return  and  substantially  the  same  rate  of  return 
on  investment  for  each  system. 
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(e)  That  this  .method  would,  not  only  permit  average  rates 
without  inequality  of  return,  but  would  permit  the  weak  roads,, 
a  necessary  part  of  the  transportation  system  of  the  coun,try,  to 


(f)  That  such  a  pro:gram  of  equalization  could  be  carried  out 
by  having  the  Interstate  Com,merce  Conunission  prepare  a  plan 
by  which  all  the  carriers  of  the  country  should  be  grouped  in  a 
limited  number  of  systems,  and  that,  after  the  preparation  of 
such  ajjlan,  the  carriers  would  consolidate  in  accordance  mth  it. 

i£)  That  by  the  carryi,ng  out  of  this  progi-am  the  entire  trans- 
portation system  of  the  country  would  be  stre,ngthened. 

3.  That  the  sponsors,  and  supporters  of  the  oonsol,idation  provisions 
anticipated  additional  benefits  from  the  program,  such  as  economies 
of  operation  of  the  carriers,  improved  car  service,  better  handling  of 
traffic,  lower  and  more  scientific  rates  of  transijortation,  more  equita- 
ble adjustment  of  rates  between  commodities,  smiplified  and  improved 
rate  regulation,  adequate  service  for  all  co,mmunities  and  rehabilita- 
tion, of  the  credit  of  railroads  with  more  economical  and  convenient 

fin.aiicing., 

4.  That  it  was  the  intention  of  Con,gress  that  exist,ing  competition 
(and  not  competition  between  the  new  systems)  should  be  preserved 
as  fully  as  possible  and  that  the  principal  lines  of  the  country  should 
be  maintained  as  separate  competing  organizations  by  which  the 
weaier  complementary  lines  womd  be  taken  in. 

5.  That  the  exemption  from,  the  pro'visions  of  the  antitrust  laws 
was  not  intended  to  reverse  tie  national  policy  as  to  trusts  and 
monopoMes  and  facilitate  consolidations  by  which  monopolies  would 
be  created  but  only  to  facilitate  consolidations  necessary  to  realize 
the  purpose  of  the  act,  involving  minor  violations  of  such  laws. 

6.  That  the  consolidation  legislation  has  ,Eot  and  can  not  accom- 
plish its  orifin,al  purpose,  for  the  following  reasons : 

(a)  Equalization,  between  carriers,  so  that  average  rates  will 
produce  substantially  the  same  rate  of  return  for  each,  by  con- 
solidation, can  only  be  accomplished  by  grouping  all  earners  in 
any  given  competitive  terri,tory  in  systems,. 

(6)  Such  a  grouping  can  only  be  made  by  formulating  a  plan, 
which  must  then  be  followed. 

(e)  Ophaion  is  practically  unanimous  that  the  provision  for 
such  a  plan  is  impracticable. 

(d)  A  complete  grouping  will  not  be  carried  out  under  a  vol- 
untary system  because  the  strong  roads  refuse  to  take  over  weak 
roads  unless  the  transactions  are  commercially  justifiable. 

(e)  A  compulsory  system  can  not  be  put  into  effect  because  one 
carrier  can  not  be  compelled  to  acquire  another. 

(/)  In  view  of  the  position  of  the  stronger  roads  as  to  the  acquisi- 
tion of  unprofitable  weak  roads,  and  in  the  light  of  the  history 
of  the  past  10  years,  there  exists  no  reasonable  ground  for  belief 
that  the  weak  road  problem  will  be  solved  by  a  policy  of  consoli- 
dation. 

7.  That'  there  is  no  defi„nite  evidence  that  consolidations  will,  resul,t 
in  sub8tan,tial  economies. 

8.  That  there^  is  no  substantial  evidence  that  consohdations  \4-ill 
produce  any  reduction  of  rates. 
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.«^„I  f  *  P'^g^'^.'"  »f  consobdation  providing  for  the  grouping  of 
earners  into  provisional  systems  under  a  complete  plan  with  provi- 
sions for  adjustment  of  income  within  each  system  on  a  recantim* 
basis  nught  assist  the  weak  roads  generally.  ^Th^t  such  a  plK 
objected  to  as  amountmg  to  compulsion,  and  is  further  subject  to  the 
same  objections  as  the  present  recapture  law  and  the  preint  provi- 
sion for  a  complete  plan,  and  might  be  of  doubtful  constitutionality, 
iditinnl  ^ii^  "^'T^  °'  T^^  students  of  traffic  problems  that  consol- 

fl^!-krV  ^n^aper  financing   simplified  accounting  and  reports,  more 
fle-Mbdity  m  routmg  avoidance  of  switching,  longer  full  train  haX 

nPrf^'r*^  'a   P"'"^'"  ?"  l*'^«^«'=«Ie.  stkndardization  of  equ^ 
ment,  lessened  number  of  repair  shops,  more  cars  "at  home"  on 

E^»fi"f '  ^if  1«^, '?^''-     There  is  no  strong  contention  that  such 
benefits  will  result  m  any  substantial  financial  economies. 

11.  That  the  greatest  benefits  of  consohdations  now  contemplated 
vnU  accrue  to  hnes  already  strong,  who  are  seeking  largely  to  acquire 
?n  weak  lines  ''"'  "  "^  ^^'''  systems,  rathlr  than  totek! 

„.3  '^'"'*  i®\'^''  *  program  of  consolidation  may  tend  to  further 
of  traffic  through  closing  of  through  routes  and  withdrawal 

now  «iff  ^^^T  ""''"  P'^^'-'Wy  suffer  from  such  consolidations  as  are 
now  sought,  unless  some  protection  is  afforded  employees. 

MthJ,,^h  *'^^l'™tat"'n  of  open  gateways  and  the  possible  closing 
hlni^T^I^  routes  after  consohdations  may  deprive  shippers  of  thi 
benefits  of  competition  m  service.  •>       f  hh       "« 

uzif  nJi^fii''*'™  '!  1°..  P^rtic^ar  objection  to  unifications  such  as 
to  the^ntftlH'  ^°  *^^P»^^5«  of  the  transportation  act,  subject 
tftinn  nt  i  w      ^Ti ^"^^  ^^^  ''<*  Substantial  reduction  of  compe- 

«   ^^''fu"'*"^'  *'^°?'"S  of  routes  and  channels  of  trade. 
vioWatvT  oitT  '!  ^"^s*»ii*^i?l  opposition  to  consolidations  which 
Ifh      r!  f.''*'*'^*  a^ts,  raismg  a  question  whether  the  exemption 
of  c_on8ol,dation8  from  the  antitrust  laws  should  be  continued. 

of  shorT  an/ wtrCr''  """''*  ""''^"^  '"''  ''^''^  *°  acquisitions 
18 .  That  if  consolidation  legislation  is  to  be  continued,  provision 

iJlP*'  if  consoUdation  legislation  is  to  be  continued,  additional 
Wlation  and  amendments  as  to  procedure,  of  the  character  set  out 
m  ».  668,  should  be  adopted. 

viJUIjf*  '*■  '^^  r*  ''PPf"  ^  the  pubUc  interest  that  the  pro- 

Xof  trJ^X'''^  ^'  ***  }^^  maintenance  of  routes  and  chan- 

rotei;f  ^eTk'en^d.""""'*"'^  "'  ^"^""^  '^^^'*'''°-  ^'^""^d  be 

21.  That  a  study  of  the  records,  hearings,  and  e.xnerience  of  the 

Efteros?  ^rt'^  ^°"  "°*  •^"'''"^t  a  situation  'requiiiig^bX  pubt 
interest  further  encouragement  of    a    comprehensive    program    of 
conaohdation  as  contemplated  by  the  transportation  act 
m^;j.„  T  .  "g"^*^'^  legislation  should  be  contiuued  or  enacted  giv- 
l^ificatiln^'^        Commerce  Conunission  full  control  of  permissTble 


210 


BAILBOAD  CONSOLIDATIONS  AND  UNIFICATIONS 


RAILROAD  CONSOLIDATIONS  AND  UNIFICATIONS 


211 


I 


1 
► 

.iil3 

9 
»*■ 

*3 

B 

R 

,0, 

t, 

m  ■ 


C3'  'l3 

si 


C  o 


3j       o  c 
•C     <2!  'i-' 

■"B**  ■1(15    "llllll 

'•4       ~  - 
•5      S  t 

^^        *■  *> 

*  §5 

•  >  O 

51    *- 

MpIBi       'hTl      """^ 

Q  Iv' 

tMi    Cm 

c  ^ 

,.*        lf""ll 

*****      s;  t: 

•*.       "S*  ^ 


y.  s 


"3 


C  X 

&  ■  — 
5  i^ 


iE 


c  f- 


^*  O 

o 

"CXi 

'CM  'Cik 

'dfi  d' 

•'  Of 
E 

iE'2' 


•9* 


5;  :85  :S.? 


fa 
Ml 


8g  :2$8SgS8 

•♦'•d    I  «■ «  —  » ■♦  |^i  rf 


■>«  io    !  'MS'  -•"  t'»  «  ^  ei « ; 


-: 

fe 

IS  8  ; 

"15 

^i 

1  r^  ■»    1 

'^*  •*  it*"SJ^'S»^'<'»'  *  •?  '**  iS^  "o  «  «  «' « : 


•*  rr  'C'  »  X  ?i  ?■»  C  "d  '^  ni    !•-«*« 


■fO' 


C3> 


•^m    *  "*  X  — ■  :*i  ?i  5^  rt  •>*•  id  ^  <o  -^ 

i^f  CI 


t*0 


^    '  .cr  —    ■  3.  M  ir      r* 01 30      t» ■« ♦■<* o  ♦  *#'        '*» 
CO    't  X  — •'    •  to'  "<r    *        "  'Ci*  "d      •d    '  :3s  «I  id    *  ««>'        ■  •d 


tfj  -^fJ  -^jJ'  c3  3  ci « ■^r  <d  •♦  "*  <>  •-•  id  ci  *  od' 


..  CM 
Q  OS 


•-*  sc''  c^  r*'i 
■CI-  3:  ^' 


lO  il"'*  •^i 


ir  •-•      •-«■  '"f  e»  ■»  Oi  O  "3 
r»  id      to  «■  r^^  ci  "*  '-*  » 


«  O  1-  ■*  tTj  3S  >C  C 

•d'  •*  CI  -*  r-  N  ?i  id 


c  c  j<;  "M  !C  ^     d 
^  '^  id  —  ic  t>l  jf  «■ 


iO'  •"!  t'»  rt 


"  ^  O  '"••  ^      lO  »^  ^  «*  f*;'  ci  sd'  I  "d 


O  «'—•'-••-•  aO'i--  "w    <  01  X  o  «  "«r  «      O 
•didel.id'«doi~rt    !  {d -T' »  —  ■^  ci  s  i-^ 


—  i_  -r  — 


fifll' 


w  3 


«d«d      O 


»,i  fl  iX  O  |IC«.0« 

li^.j   ■""■—   ^fl'""  '""'iir  ''  S^ir  '''fln  P^i  P""* 


*«  1^  lO  rjo  ^     *  O  CO  ^  O*  »  »^'       t"* 

^'  id  ro  ?o  -«*    *  rt  '**  ^  -»"  '^  ^*  S'  7^' 


t  T'l. 
Q 


''■■5  S  2 


2  «     «  »  5j      X  » I  -  ci    t  to  «•  <-  c>  •O'  1^  o  • 
^ o'  'se  iT'" « I''-  *' « • :  i  ?i    '    "    «  CI  id'  ?i  "J  id  ■*  —  s 


1  M  ■>«•  a«5    *■»!•—"©«) 


Mm 

•Ci 


.  K'  T*  -" 
1  iSJ  X'  >•■" 
t     .      - 


'  :7 ,«"■   *  *» «  —  «*'  2  «* .-S^S""  '-•■-«    •  '^  -•  »;r;;C*"*  -■  ?i i"   ; -;  id  «    '84    'c*sd 


« 


Z: 


3  c 


"V*  cj  3' 


I  Sm 


-4  S  I,'  ^ 


•w      ;  _^^  /:  _.^  _^ 


>-* 

til. 

^ 

i-W# 

0 

k» 

«M 

-\ 

i>o- 

■,, 

™ 

_ 

■■"*■ 

> 

3 

5 

^ 

*>! 

.--. 

r 

hm 

*; 

^ 

« 

n 
Ji!' 

t: 

d 

c 

■« 

^,j» 

mJ. 

.Z!! 

^ 

M 

,•« 

QTi^ 

*_ 

1= 

c 

5: 

C 

^*a 
X 

5 

r 

,w> 

!:::. 

.X, 

■ 

■-i 

■**" 

Owr 

1-, 

-' 

n 

n 

r 

Jljr. 

*-* 

■•Mi 

.,*»* 

.^ 

,^. 

™ 

C3 

3w 

c 

G 

1Z 

c 

M 

,'* 

J.J 

»«M. 

T* 

M 

•"-• 

B 

'U 

C!! 

03 

« 

c 

Ji! 

k. 

4m> 

'i»^ 

♦-rf 

•fc.» 

4.-< 

«*> 

J!  ,-■,      'jf 


5 


"■■*    T^  *w*  *»—   5*>  5? 


■S,.2 


ri    * 


'■       ^».    «*    —    ■■*'    ™  '*^  iZ.    1^  "^'    *~    *~    ■"  «*^  ^ 


i    ,-    —    V, 

•   —    -~    M 
J   K  C.    & 


=:  'i- 


—  <#•  /  ■%  b  ^' 

-r.  •-  W  o 

=  s>  •«■ 

Mn   on    CHS 

■  .S  -Sf  »-I  -3  -3 
;  *^  *—  aO  w  fiO 

3  2 1:  ti  ti' 
c  c  a  Q 

9}  C  9  ««  o 


•  O   5 
r  jO     - 

*  S 

>  o 


C   X 
U  '0  ,® 


^  '^    •^'  -T      -   'Ml  ^- .(%»  ■'^ 

Jhrt      *■■      ■—      '-*'    '«i|iJ'  IWMl  ■JJ'   ^^ 


«££. 


C  *5 


Ci    OP' 

•"■■"I    C3    !•-« 
**%  tJU  imU 

>y.  -^  »y 
000 


"~  ^  M  ^  >  a  3       . 

000000000 
.S  .2  3  X  ■=  i:  -2  -2 .2 


^ 


Ved    .    .    I  id  oi  ■«! ed  —  in:    I  cf  id ed  ess  ci »>: 


©•-■•coo'C    ir-«i»^^eo<ooo 

<      •  03  to  eO  rH  m-i  t^ 


W  t^  "H 
01 


4C-.    I    .    .ttw^^w^    ;  d«:ed  06  "s--!  OS -Old  id    •--•    I«cdc-«    ■06'-^ 

III  ,  '^  '^         :       w  2, 


c» «d r-I g OS •-<■  "^ ci  — <■  ci    it-Tcii^    '    'oo— ^ 


«jci 


I  tc  oo  ^  ^  «  CI    >  «o  id  < 


^  M 


I  iC  O  O  I-  O  CJ 

'  oc  o  c  M<  ci  «cs 


SO"*  10    iroooaS     r-S5 
id  id  ci  _  tC  ■<*■  a> 


■  10 
■*dci 


-i  we* 


I -r  OS  «. o  i^ -^ii  »>.  »c  o> « 1^  to    Ii^^oft-^ 
r  1^  to  cd  cd  r-."  —;  ^  ■,)«  ,(3  5£«    •    ■    !  OS  «d  r^  ■♦ 


too       OXOCQO 


"O      100 

'  ed     1  ►-* 


1  e<5  »  M  •«•  00  ■^ 
1  .-J  C>  so  ^  •-<  ci 


ieo«0'eo»«o»'r^eooso»ci«   'O»«oo^o»oo     to 
>idided'*cioJ-^'o6"«id'-><-;    I  to  ed  ci  id  ed  o»     ed 

I  1  !• 


lO^Oi 

»-«tco6 


1 1^     I  <OCI 
'td    1'^ 


*  QD  Ol'  O  t^  Ob  O' 

•  00  o*  ic  (d  ^  « 


iooc«-««.eoior-»-*ataoicaeo 
1  id  tc  -^'    '  ed  ■♦  ed  «"    ■  K    ■  T-i 


■  «ceoe«'«tcu3cti^ 
1  »d  cd  ci  id  ed  o    *  id 

I 
t 
I 


C4ioeo 

f-J  10  <d 


■  01  CI  d  t»'  'O* 

■  t--'  o'  tc  cd  -H  ^^ 


1  iC 


■■ctosoQOioeisao  —  eociioO'iooscioiOi^ 
iCM    ' ■-; ac !>; u3 IC g" -;    "edoed    '-^li    '06 


ci 


'VOkto 

F^  !>■  "((JI 


ss  ;«  ;s8f?ggig  jsss  s«s§  ssss  sgg  In^s  iiisss"" 


!3S  I      SSSS?;    SS3SgS^82    ii&S 

"^■^    |££«ed'*cdciisvtsa5«5^    -r^*;^   '    Vs^iT 


to  id  ci  ^  to  cd  Oi 


o  <o  o 


O  00       03  uO  t^ 

•d  id  •-«  s^i^'  ed  -j6 


coeow 


2gS 

^  CO  ^ 


to     I  « 
CI    I  r» 


•H  01  PI     a*.  52  to  to »-.  ic    » lO 
sdidci      xi ■V' td 'v <x> -^    I'-^j! 


o> lO ee  1^  10 tc to ^^ o to    >'^ 
00 10  ci  i-J  r»  ^  id  ■^  I*'  ii^    I  -"jS 


■a»'00iwi9n-ioi«ocit~«o    I  CI 
"ii'<-Ied3>-*idid— '^^    lid 


*aD«-«c*3:eO'-<e^tcto    '<x> 


SJ  92  r;  I?  tc  2S  *»  • "' 'OJ 
1—1 00 1"^  I'—  o  d  ^  "^  ci  to 


Id 
1 


0& 

«o 


00 


00 


c* 


S2JS  :s    2    So    S  gS    SSS2§'c5 


■  to  ■-( 
•CI  to 

'    "ci;j* 


o 


i-S 

•3 
'  o 


'  o 
Ogk 


Si 


o 


ac 

S 

xs 


lO 


o 
U 


o' 

.  »*» 
oft} 

O 


o 


a  >.a;  o  o 
o  2  2  2  s  *< 

5-=  J  2  i^  S  a"'.c  S  ®  2  III  S'"  «t  §•«  2^1 


.■  o 


.8 


o    . 


'fiSrv' 
I  O     ■ 

a 


I  IS 

!  iu 

'    'PS 

>        1  -fc» 

'  >  9 

1      I   w 

;  iW 

1     t  m 

I    •  C 

I  ;• 


:» 

d 


o 

O 

« 
o 

'3 

.0  a 


>i 

« 

e 

o 

03 

««o 
« 

•-■■■4 

o 


'■o«(Ja 


o 


art' 


I  "^  (.?;>»+*»  00^1   M-O—       . 


I   S'S         ^ 


o 


•  02. 


c:g 


: ".  IS 


►  ■.'■*-'         ^      •  >^   C   S  V 

as  . .  *■*  ^  >I  c  ■■^ 

t  i—j  ™*   y>   •"   ~  ""J  ^  ■■ 

.pH  OT       ^  cr  r"  «^  *^ 


00 


Hk.  wf   ,«■    rj  _Q         r-n  iJ    >i   *-'  •"'^  Lii.  -"' 

■5®3-***ji*a{»jrj-t-sam  S*-  V-- v-'Ji*  2  «  o  c  J:  e  w 


2 
o 

a 


<.  Jb  JH'  Jill'' 


BAILIOAD  OOMSOUDATIOKS  AND  UNIFICATIONS 


BAILBOAD  CONSOLIDATIONS  AND  UNIFICATIONS 


213 


«-    1 

s 


''S*" 


91 


8SS  ;SRSSfiiS&V= 

op  «i  •«£    I « fo'  tO'  •♦  »C'  —'  tc    ' : 


I  tO'  C*  'Op 
|.  •VIP  .(ji^gj  (751 


ass  :SS?SSSS5:        l^UB  :8Sl5SSi     isaSfeSS  iss    S89SSSSS 


'II' 


I 


O 


o 
p 


9^ 
It 

I 

'«t 


SHU 
■Mil 

■9 

p' 
■■jii 

Cil' 


'Cl<9' 


'CO'  'lO' 


0> 


0*  ^ 


1  OCO  (C  ^CS-"*"-* 

1  at-  3s  X  >c  -r  c^  «r: 


OC31  0!C 


IcS«6    *«*       I  ■♦  •ti' '^  lO*  od  «     «a6     «>'«■■<!«  >©"*"♦  "O^ 

I  < 

»  ' 


•O  t».  .  »o.  ««  O  t*-  « «C'  ■•-•—'•-*  o  «  •» 

3    ! 


"If*  *^  01      I.  •-*  ^  :X    *«*^'  •^ 

c4«   *    ■««« 


X  X'  —  X'  ■'-•  O'  c»  t^  ■<»«    ■  w  «      O'  o  O'    I  CO  o> « CO  o»  CO      00  CO      !-»  »  =;  »  'X  •«  »  r>. 


."     " X «   It-  — »i-»e.aoce   !cfc-^«»o     «»w«-^r-   j«>.i*-*e«<»oi^'eQ'*     eo O' O' •  oe c« « o 

'B'  m^         i  *  ?  I' 


9 


iPQi''Ci 


C« 


»» CO o ^ ■* ac « f-< -* 00    ■•*«o<o 


»'aioooaC'«-<«(*«5(»osii-oo 

■t^'  CO  t-i  ■^     '  >0  t-i  id  It!  «S  1^  to  CO  -^ 


t 


't^^«eo    '  ^<-it6-^tSt^<6e6-^ 


♦^«oaooc»»ciQO*o«asif"ioas 
oJ'^'^^rH'vpici's'tD.-Sr^eoid 


00  O  OI>»  t^  «0  W  ■*  lO  O  "*  CO  ^  t* 

♦-■  '«■■«■  ed  —  ■■*'i4  oil'*!  «d  oi  t^  oi  -^i! 


aaoaO'^aoo»«Dt^«ca>or4'^ac 
■•o  » ij! « »-!'  CO  ipJ  0(5'  eo  ■*  00  |C ,-('  CO 


«. 


*oe6toci'e»"<r    ■•*cc>oatJeoi-<*co 


S2SSS5!    Sgil::S§gg 


-^•-•i;^^«oeoeor^^oi^' 


i3    ^§S3S?5SSSS 

■  csi  :7v^'  Kj  ^'  ei  «d  •«•  f-<  i««  fh 


"  "O  od  CO  ci  OS  «6 -^s  "o » 


«OCl   lO  O  OO  •-• -«  04  C*  O  ' 

■•d_idc5e4e6c>«dod^. 


eor-toooi^i^cO'^.-ir^oOioaS 
't-<cocO'*eotoco5CodeC'i«^ 


Ni-Ieoeo^ooeoci^9e>e*ioci 


z 


•—     cooa»     00  o>  c<  00  CO  1^  CO 
_eo uSo»c4     ci-^cd'^^cjcj 


w     ci «  00  oi  •-<  lo  o  eo     i-<  o 
*c     o>C5e<3    ■— ;^i-Ji»r     eocj 


•C  O  CO  lOOi  «o 


'o» 


^ CO  I-l  L 

t^  »C  tC-  —  t-  lO 

c4  pi  •>»  s^tD  e4  "*  eo  ^"  •-■ ; 


SI 

*iMilll|i 


It 


S    ^@2S^2S    ^    ggi 


cqOJOcJq  o 

00  QB 


S55 


8^  g^aj'^^rf' 
K  X  x:  .x:  J3  •-*  c 

4  ^  s  '^i  *  9  ■: 


Qh   r*>0 


CS.   OS 

■*JJ      Qy 

'E'S' 


8Z:  *^  •  a5««    .r^ij  a  S  5-S3  a 


6 
O 

X3 


a 

9 


3 

■i<3  o 


•  o   • 

,P-O0S 


P  '?  o     ,     - 

OOq   lot* 

•go  b  c  o 


K g 


O 

'J 


!•.  o 

.  on 

■fl! 


■Ml  imMli  H|p4  4ig| 


OS  ■--•    h/1  Cl 


O  O  o 

DOo 

0«  «8 


O 

o 


o 
U 

a 
o 

•^^ 

08 

> 
CIS 

^O 


tf 


«  ; 

«■  ; 

■3  d 
So 

00    ; 


;o«a 


c  ^ 


cE 


O 
PJ 

PS 

>i 

o 

a 


© 


^^    u-i  W 


!*s*3'3*3  b  :^' !'^ .   S -SI -H -SI -JS  •»]  "3  o  o  o  O' 


SS2:' 


S  9  «  «  «  «  o  e  <i>  «  « 

,^2ii£5S'?H^ZZZZZ 


> 


•80Q  q 

'o'o-fl 

5  o  o 
S5ZZ 


x:^.H|rt2 


q:  oj  o  3      -  - 

g  Soaf^'o  >  fe  S 
S  fe  rt  i  o  t>,i-i  a 


o 

O 

S 

o 

o 

a. 

•a 

a 
.2 

O 


o 

O 

,  >> 

o« 

o  o 


o 
O 

PS 

a 


•mO     • 


00  CO  >d  CO  CO  ci  ^  >c  c4 '^    * 


iaeoocO'>0'N-<*<or>o 
^  ^  10  ^  CO -4  •*  r^  N  ■"») 


•o«oo>ot»     coociai 
■"a'eoui'rei     ««5idco 


r4IOeO«C»      oo-^oio 


t*»  f-*  O  d  o 
eoid«oeieo" 


^  CO 
0(0 


CO 


cj  -^  CO  •«'  o»  ^i^ai  crci 


CO  CO  00  CO  i*» 
i-it*a»coo 


-Heocicieii 


s 


CI 


Ph  ®    .H    .       cnw,  O 


fl^§« 


•"•a-s  o  »  ® 


o  b 


o 


>o 


I"-*  f^  00 
'«tO 


loS^eo 

-<    '  t-  eo' 


r«'*eo'^ 

r-t  10  ««•  ■<«• 


.    "  tc  eo" 


u5 


00 


o 


t^t^oooeo 
■  to  'a'  id  ■^l 


^  »C  CO  o  o 
cj  CO  CO  '^  ^ 


NCOOCONt* 


*o         ii«ooe»Q 


^  C>ci  ci  CO  t^'  ^^  ^" 


•o 

6PS 
■  PS 


•5 


Scgsp- 


<xi  - 


o  a  §  '^'s 


®  fs  „ 

J3.C  o  6 

s  b  o)  «D  g  p  CIS 

Z^OOOhOiIXiCLi 


^^"^  .35  3  a  6  .  ■•««  S  «  g  g  o  d^-is  S 
(L,  £  di  (I4  O1 04  O'n  PS  OS 


.0 

>.  . 

a°a.oPScS  g  .^-is  » 


^  o 
SajO 

^«as 


^  oe  oa  fl  S'>S  w 


o  o.a2-<D  «  3  o  e  o  o 


M   W3    ii 

02*3 


<uPS 


a; 


s 

d 
O 

>» 
PS 
o 

■  ■Ml 

o 
oa 


o 

a 

© 

>  d 

go 


o'CiS 


•-  U   >PS 

g2»'9 


-  X3 
S  P  P  d  3 

i^ii^imtim  5  *  «  «  o  «  k-H*-i*j^- —  —  j»  w  w  w  w  fc,— .  w  *-.-.s 
Dcaiooa3  0Qa3coa3QQQDoQooaioQoQ£H^E^t<5^5^EHE^^p;5t>>> 


.2  "5  -i"!  M 

3  *.S.S 


jQ 
a 

•w 
^^ 
O 

T3 
P 
m 


§ 


214 


BAILBOAD  CONSOLIDATIONS  AND  UNIFICATIONS 


RAILROAD  CONSOLIDATIONS  AND   UNIFICATIONS 


215 


53 

o' 
O 


XT 
ia 


Oil' 


9) 


8 

SI 
'K 

IS 

.Ml' 

S 


S'  •"* 


CWUiC 


8* 


<#'  le .«  J'  V  'W 


IS 


WO  ^ 


i>  If  M  ge  o  2 

eo  i>  o  «  —  rt 

eo  •-<'**  ^  tO'  pd 


•O  to  »"'  <0  O  00' 
'^'  CO  "^  CO  1^'  '^' 


'90  MO 

.« 
82 
P 


1^  OB  «i  «  1^  « 

"^  EO"rt  w  ^  "^ 


WQ' 


n  at 


!>.  ,1^.  lO  «!  «  ,!«• 

eo'  e<  '0^  « (»■  e4 


82 


!**■  W  CI  IN"  '"I*  •** 

m  m  m  e4^ «  « 


*o  c*t  n 
'■f*  '*•*  w 


•vt  tin 


'  to 


N 


:n 


Iccci 


82 


SS;S1S8$     i^n 


^*  "<»•  ci  •-*  1 


'« 


O  Si 

Q 


•4    '  ci    '  ec  "M*  O    •  1^  ^ 


Ml 


*5 

'■I' 

'Pi 
'0 

9i 


I  o 


rt' 


■  o 
;0 


El 


O 
<Q 

C 


,  w 
II  • 
'OJ' 

',vi 


PI'        5} 

*B       '-S 
O'         C 

do    ^ 
-aj^  a 

*■    B  OS'  b9 
•  P"l         (Sriii 

*'^  ™  »S  .is 


•'  "<3 


"»     ,   «"-    C-'  "^^  , 


FnI      fl      linl      '"t* 


r;  ^  s  c^ 


(^   C'  *^^ 

•**  *  '..  1^ 

«'  (t'-S* 
I*  35 

K  ®*  S 

{HZ!!^    PMM    ••M* 
,.^ab        ^^M    i.        ..a 

AH   W  *^ 
OJ   Cf«<8 

*«!>»   .•■■Ml       Q 
■MM    #C      O 

.,^.  .£  •*, 


'QS 


Si 


Oao| 

a|s§ 

^■pmii  ^HjJ  EmmI'    jl^ 

J"**^        'O 
3  7  a)' 

•g,"  o  1-i 

g  ^  CO  tfi 

*-  o  o  p 

l-i' «  "O  B  **  fe>  « 

3l    a    u  "*^    ffi  "^ 


•Tj' 
i 


W  J 'CO**  *  a 
B  2^:051 

aj  m  g  ,^  a 
ppj'  '*''■  '^  O  Tl    " 

—  a^  ^  S 

^    CO  'X,i    C 

'■'■' .  n  *-*  ju.  -T 

4J  «-i.  da  H:  r: 


« 


QO 


«  0  2 
■u  :n  Q 

So™ 

:?ofe 


s« 


p;5,?;s?;??,;;?^ 


0       :3l       MB      '  S       O        £1 

* IS      $ "— 


o 

— '»^ '-' ,  ■ 

1™  •^^  *ri  *i» .( 

.•^  -i«  .! 

*  t;  S  o  W  — 
>"S  S  -^  a    • 

2  w! '--  .x  JJ  •gj)'** 


2  S  ^  »s  « 


35B 


m 

a 


•3  9 
£  *  £  « 


CL, 


O'     ■  "  •     —     5/J  »"        Vj 

-« 2  ^  c  2  o 

Si  0<  -2  &  3 

"HO  W  iJ  P5  ^ 

-•  «  s  n  s 


IV 


f 


^> 


f> 


1 


iM.4     ^  5*^  E'% 

r-:  c  — *  _:  c  2  S  d  <» 

^E.^°t  .—  -2  0*^2 


s° 


•a  ©  «  s^  «^»a  a'^^o 
2,3  So  >_rC;S  fc^  c^ 


■a   ^ 


a>  03 
<w    - 

o  • 

.5  n 

T3  00 

Kq 

«->  0 
^^ 

.tio 

a  Si 

*o  .-^ 


c 


3 

cr 

3 

CO 

d 


a 
o 


'» 


a 

O* 
U3 

a 

en 

a 


3P 

is 


o 

■3 

•a 


<if  rs 


'■n 
(/^ 

S 

a 
o 

M 
W 

01 

u 

3 

<0 


a 

UN 

35 


o 

I 

o 

3 
CO 

2 


C 

03 

iC 

01 


Xi 

a 


?3 


so 


o    : 


n 

a: 


o 


OJ  C  a  d  g; 
^.  08  08  n  aj 

-.-7  a  ™  w  08 

|f£  3 1  a 

o     h3  ji  c^  a- 

^  rs  mm  rS  VZ''-* 


■  ►-<  «-5;  CO  f -^ 

.     I  ®  S  «  c  « 


S-^  ©•  «•  .^ 
■«     -i     •«     «» 


.  ?j        r 

O  e  2  * 
sJ    r  &<  m 

.     o  a  i3 

CM   •'tS^^   4, 

.  a.  q;  *-■  ™ 
^j«;  3    .W 

—   -acaS 

3|5.2  S 

i^  a  ^  o  "K 
as  0.&;  a  Q 

«-    an    Ok   o    »■• 
■a  •■•  «»  S  « 


(f 


1'"' 


216 


BAILBOAD  CONSOUDAT10N8  AND  UNITICATIONS 


BAILBOAD  CONSOLIDATIONS  AND  UNIFICATIONS 


217 


Mileaget  inmaimenit  rate  of  return,  and  dimdenda,  Class  II  and  Class  III  road» 
in  the  eastern  district,  occluding  New  England  region,  years   1927,  1928,  anct 

1929 


"<]       H  'It 


Mileage,  investment,  rate  of  return,  and  dwidends  Class  II  and  Class  j^  roods 
in  thi  eastern  district,  excluding  New  England  region,  years  1927,  1928,  and 
1929 — Continued 


Nam,©  of  railway 


Aroad*  Jfe  Attica  R.  B.  Corpocatlon 

Arendia*  Bataey  River  Ry.  Co -.. 

Bdlifont©  Ontral  R.  R.  Co 

Boyn©  City,  OayloT'  &  Alpena  R.  R — 

Camtorta  4  la^diana  R.  R-  Co 

Carttemitn,  Valley  R.  R.  Co.i ,— 

Cheiapeake  Beach  Ry.  Co 

ChUBoat  Ridge  Ry.  Co — 

CMmgo,  Attica  &  Southern  R.  R.  Co.. 

ConiwailR.  R-  Co .-.. 

CciMifsport  «&.  Port  Allegany  R.  R.  Co 

C'liinberland  4  Peoosylvania  R.  R 

Danavllle  A  Moent  Morris  R.  R.  Co.  — 

Delaware  &  Northern  Ry.  Co.* , 

Delaware  Valley  Ry.  Co - 

Detroit,  Cairo  k  Sandusky  Ry.  Co... 
Eatt  Broad  Top  Railroad  &  Coal  Co... 

Bast  Jordan  &  Soulhern  R.  R.  Co 

Fairport,  PainesTille  &  Eastern  R.  R. 

Co 

Fonda,  Johnstown  &  Oloversville  R.  R. 

Co 

QeieaeeA  Wyoming  R.  R 

Ofanse^  River  R.  R.  Corporation 

Buntlngdon  &■  Broad  Top  Mountain 

Railroad  &  Coal  Co , 

Jefferson  Southwestern  R.  R.  Co.. 

Kane  4  Elk  R.  R.  Co 

Kansas  <fe  Sidell  R.  R.'Co 

Kishacoquillas  Valley  R.  R.  Co 

Lake  Erie,  Franklin  &  Clarion  R.  R.  Co. 

Lakeside  &  Marhlehead  R.  R.  Co 

Ligonler  Valley  R,.  R.  Co 

Litchfield  4. Madison  Ry.  Co 

Lowville  &  Beaver  River  R.  R.  Co 

Ma.n.is.t©e  &  Northeastern  Ry .  Co.* 

Maryland  &  Delaware  Coast  Ry.  Co.. 
.M..aryland  4  Pennsylvania  R.  R.  Co... 
Mlddletown  &  Unionvllle  R.  R.  Co — 

MwTistown  4  Erie  .R.  R.  Co 

Mount  Jewett,  Klnzua  4  Riterville  R. 

R.  Co 

New  York  &  Pennsylvania  Ry.  Co 

Norwood  4  St.  Lawrence  R.  R.  Co 

Pittsburgh  4  Susquehanna  .R.  R.  Co... 
Pittsburgh,  Lisbon  4  Western  R.  R.  Co. 

Port  Huron  4  Detroit  R.  R.  Co 

Prattsburgh  Railway  Corporation 

Quakertown  &  Bethlehem  R.  R.  Co 

Rahway  Valley  Co.,  lessee 

Raritan  River  R.  R.  Co 

St.  Louis  4  Ohio  River  R.  R 

Sheffield  4  Tionesta  Ry.  Co... 

Stewartstown  K.  R.  Co.. 

Susquehanna  &  New  York  R.  R.  Co... 
Susquehanna  River  4  Western  R.  R. 

Co .-— 

Tionesta  Valley  Ry.  Co 

Toledo,  Angola  4  Western  Ry.  Co 


Miles 
of  road 

oper- 
ated on 

Dec. 


mm 

17.30 

ms4 

91.  j>2 
87. 65 
14.00 
28.32 
12.87 
155.00 
12.67 
32. 36 
56.78 
15.54 
37.30 
1171 
76.91 
51. 14 

lauo 

10.97 

82,  Hi> 
17.52 
16.00 

74.24 

10.87 

moo 

20.19 
16.02 
34.35 
10.94 
16.00 
44.36 
10.44 
116.67 
47.40 
8a69 
14.30 
1106 

24.03 
56.13 
IS.  35 
]a29 
A  30 
19.08 

A  X..  «4 

1#.  00' 
1.145 
23.20 
11 73 
33.52 
16. 20 
67.72 

33.71 
61. 9C 
10L03 


1927,  1028,  1929 

Caireraie} 


Invest- 
ment in 
road  and 

equipment 

(accounts 

701  and 

702),  in- 

eludtng 

leaaed  lines 


P17.811 
167.045 
559,600 

I|  <iUII|  unMI 

8i '435.^433 
917,879 

2,601,660 
567,366 

1 OT3, 786 

1.788,030 
631592 

4,  768, 187 
311,293 
769, 109 
191575 
169,637 

3, 057, 536 
360, 731 

1,426,137 

10.440,891 

1, 511, 176 

291,025 

7,677,428 

561, 367 

65,712 

111063 

163.481 

1237.234 
526.489 

1,021,610 

1764,464 
298, 211 

1. 168. 399 
249,883 

6, 179, 797 
664.804 
846^786 

389.650 

1,063,879 

750,832 

566,026 

46il30 

776.668 

151787 

118,575 

521, 947 

1000,088 

1, 236, 120 

173, 149 
1,796,966 

331, 857 
811,677 
561.635 


Net 
railway 
operat- 
ing in- 
come 


Rate 
of  re- 
turn 
(per 
cent) 


10,802 

»4,977 

11808 

•14.282 

826.587 

1 10. 289 

>6,342 

17,008 

17,740 

139.124 

20.557 

171 628 

16,974 

>3.593 

746 

iff'  ■' will 

4^.03 

98,038 

216,912 
136, 732 
1  10. 133 

85,481 

129.618 

3,063 

7,819 

4,414 

60.803 

40.866 

877, 178 

10, 677 

1349 

Of  Olil 

201,810 
31,817 
31167 

'5^100 

f  I  WWB 

23.403 

>  1,627 

38,798 

106,953 

4,141 

»  18, 610 

10,309 

128, 9.58 

24,864 

6,268 

469 

16,486 


4.50 

0) 
130 

0) 

(I) 

(») 
3.00 

.66 
7.78 
3.86 
3. 62 
6.13 

(') 

.39 
5.55 
l.ll 
1.17 

6.87 

2.08 

9.05 

(>) 

Lll 

(») 
4.69 
ut  Ho 
170 
127 
5.53 
4.00 
13.64 
3.68 

.20 
3.40 
3.90 
4.79 
3.80 

(') 
.70 
8.12 

(») 

a54 

13.77 
171 

(0 

'  1.98 

6.42 

2.01 

1.76 

.27 

.92 


1 590       (>) 
34, 781     4. 29 
45,043     7.74 


Dividends  declared 


1927 


$240,000 


100,000 


136,111 
50,000 


30.000 
^lli  uuu 


1928 


$2,844 


270.000 


120,000 


35,563 


30.000 
60.000 


1723 


27,000 

30.000 

45.000 

4,692 


27,000 
30.000 
60,000 
4,592i. 


Name  of  railway 


1029 


$2,844 


Tuckerton  R.  R.  Co 28. 90 


Miles 
of  road 

oper- 
ated on 

Dec. 
31. 1929 


1927,  1928,  1929 
(average) 


390,000* 


,51 


.  I 


96,000* 


Tuscarora  Valley  R.  R.  Co.. 

Unadilla  Valley  Ry.  Co 

Union  Transportation  Co - 

Valley  R.  R.  Co.  (Pennsylvania) 

Washington,    Brandywine    4    Pomt 

Lookout  R.  R.  Co..— ------ 

West  Virginia  Northern  R.  R.  Co 

Westfleld  R.  R.  Co -- 

WiUiamsport  4  North  Branch  R.  R. 

Co 

Winfield  R.  R.  Co 

Yale  Short  Line  R.  R.  Co. -------- 

Youngstown  4  Ohio  River  R.  R.  Co.— 


27.00 
19.14 
24. 37 
10.41 

24.00 
11.34 
19.53 

46.00 
13.02 
12.36 
36.77 


Invest- 
ment in 
road  and 
equipment 
(accounts 
701  and 
702),  in- 
cluding 
leased  lines 


Net 
railway 
operat- 
ing in- 
come 


Rate 
of  re- 
turn 
(per 
cent) 


Dividends  declared 


1927 


$676, 851 

338,738 

683,593 

40,547 

127,294 

176,934 
169,340 

820,404 

68,556 

50,000 

3,434,245 


$10,283 
»1367 
21240 

111373 
1  3, 410 

3,684 

151,895 

121 

13,675 

18.722 

182 

114,192 


1928 


$1.52 

(0 
3.81 

(0 
(0 

108 

(>) 
.12 

(0 
(») 
.36 

(0 


$1,013 


1929 


$1,013 


$1,013 


66,709-- 
176, 790 

20,010' 


1  Deficit. 


o 


50,000f 


1723^ 


t 


8,196 
8.000 


11500 


15,000 


161.200 

'"4,"266 


1980 
8,000 


75,000 


90,000 
"3,'850 


60,000     50.000 


27,000^ 
80,000 

660,  ooa 

4, 592- 


81, 120- 

4,  470' 

16,000? 


^ 


100,000- 
58,000' 


3,850' 


50.000^ 


1  Deficit. 

*  Reprewnts  raturns  for  period  May  27  to  Dec.  31, 1927,  inclusive;  Aug.  6  to  Dec.  31, 1928,  inclusive,  and 
fbr  the  year  1923.    No  report  filed  for  mriod  Jan.  i,  to  Aug.  6, 1928 

'  Represents  returns  for  Delawaie  4  worthern  Ry.  Co.  for  1929  and  the  Delaware  &  Northern  R.  R.  Co^ 
for  l'..28  and  1927. 

*  Represents  returns  for  Manlstee-Nortli  Eaitem  R.  R.  Co.  for  period  Jan.  1  to  Apr.  30,  1927,  inclusive^ 
and  the  Manistee  4  Nortbeastem  Ry.  Co.  for  period  May  1  to  Dec.  31. 1927.  and  the  years  1928  and  1929. 
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PRELIMINARY  REPORT  OF  STUDY  OF  RAILROAD  CON. 
SOLIDATIONS  AND  UNIFICATIONS 


PART  II 

SENATE  RESOLUTION  290 

This  resolution  provides: 

"That  for  the  purpose  of  obtaining  information  as  a  basis  foF 
legislation  the  Committee  on  Interstate  Commerce,  or  any  duly 
authorized  subcommittee  thereof,  is  hereby  authorized  and 
directed  to  make  a  study  of  and  to  investigate  the  matter  of 
consolidation  and  unification  of  railroad  properties  and  the 
effect  of  such  consolidations  and  unifications  upon  the  public 
interest. 

"The  committee  shall  report  to  the  Senate  the  results  of  its 
studies  and  investigation,  including  such  recommendations  for 
legislation  as  it  deems  advisable." 

PRELIMINARY  REPORT 

Pursuant  to  instructions  of  the  chairman,  counsel  for  the  committee 
has  made  a  study  of  railroad  consolidations  and  unifications  and  pre- 
pared a  preliminary  report.  This  report  consists  of  217  pages.  For 
the  purpose  of  convenience  the  following  summary  has  been  pre- 
pared, reference  being  made  herein  to  the  pages  of  the  preliminary 
report  on  which  the  matter  summarized  appears. 
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SUMMARY 


DIVERSITY  OF  OPINION  AS  TO  CONSOLIDATION 

While  it  appears  to  have  been  assumed  in  many  of  the  hearings 
which  have  been  held  before  the  committees  of  Congress  and  even  in 
reports  of  committees  that  the  country  is  committed  to  a  policy  of 
railroad  consolidations,  a  complete  study  of  the  subject  furnishes  con- 
vincing evidence  that  there  is  a  sufficient  diversity  of  opinion  as  to  the 
policy  of  consoHdation  and  as  to  the  specific  provisions  of  existing  and 
proposed  law  dealing  with  that  policy  to  require  an  impartial  study. 

OUTLINE  OF  STUDY 

In  order  to  make  such  a  study  and  to  assemble  information  which 
may  be  a  guide  for  future  legislation,  the  subject  may  be  considered 
under  the  following  heads: 

(1)  History  prior  to  transportation  act  of  1920. 

(2)  Transportation  act  of  1920  and  legislative  history. 

(3)  Reasons  for  enactment  of  consoHdation  provisions. 

(4)  Original  intention  as  to  maintenance  of  competition  and  classes 
of  roads  to  be  consolidated. 

(5)  Action  by  Congress  and  the  Interstate  Commerce  Commission 
since  the  transportation  act: 

(a)  Ripley  plan,  and  plans  of  the  commission. 

(b)  Defects  in  consolidation  provisions  of  act. 

(c)  Proposed  amendatory  legislation,  1924-1929. 

(6)  Hearings  before  Senate  and  House  committees  and  opinions  of 
witnesses  pro  and  con  on: 

(a)  Reasons  for  consoHdation  provisions  in  law. 

(6)  Advantages  of  consoHdation. 

(c)  Weak-Hne  problem. 

(d)  Complete  plan  of  consoHdation. 
{e)  Competition. 

(7)  Weak  roads  enumerated  by  Senator  Cummins  as  illustrations 
demonstrating  necessity  for  consoHdation  and  subsequent  history. 

(8)  Present  condition  of  railroads. 

(9)  Acquisitions  of  control  under  paragraph  2,  section  5, 1920-1930; 
analyses  of  such  acquisitions: 

(a)  Have  voluntary  acquisitions  shown  tendency  of  strong  systems 
to  take  in  weak  roads? 

(b)  Have  acquisitions  effected  benefits  intended  by  Congress  in 
enactment  of  law? 

(10)  Effects  of  short-haul  provisions  in  cases  of  consoHdation; 
through  routes. 

(11)  Effects  of  consoHdation  on  labor. 

(12)  Opinions  of  students  of  consolidation  not  in  records  of  hearings. 

(13)  Proposed  consolidations. 

(14)  Holding  companies. 
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'|_At)j    1  rCSGIii)  pXOP'OSCCl  icglSiftii'lOH. 

(16)  Conctasions.. 

(«■)  Are  tliere  (liffereiio€8.  of  opinion,  as  to  policy  of  consolidation. 

(k)  Basis  ol'  consolidation  provisions  of  transportation  act. 

(c)  Benefits  anticipated  from  consolidation. 

(rf)  Intention  of  Congress  as  to  maintenance  of  competition. 

(e)  Intention  of  Congress  in  exe'iii.pting  consolidating  carriers  from 
antitrust  acts. 
if)  HaB  consolidation  legislation  accomplished  ori^nal  purpose? 

(fl)  Will  consolidation  result  in  substantial  econonues? 

(I)  Will  consolidation  result  in  reduction  of  rates? 

(i)  BenefitiS  of  consolidation. 

(|)  Who  will  receive  benefits,,  if  any? 

(I)  Will  there  be  corresponding  detriments? 
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What  effect  will  consolidation  have  on  labor? 
(m)  What  effect  mil  consolidation  have  on  shippers? 
W  Objections  tciconsoldations: 

1.  Subject  to  antitrust  laws. 

2.  In  '^nolation  of  antitrust  laws. 

3.  Short  and  weak  lines. 

(0)  Additional  lejrislntion  necessan-. 
(p)  Amendments  as  to  procedure. 

(q)  Riblic  interest— preservation  of  competition  and  maintenance 
of  tlirough  routes. 

(r)  Ptogram  of  consolidation'" to  aid  weak  roads. 

(t)  Should  consolidation  policy  of  transportation  act  be  continued? 

CONSOLIDATIONS  PRIOfi.  TO  TRANSPORTATION   ACT 

Consolidations  of  noncompetlng  roads  and  acquisitions  of  feeders 

are  not  new.  Such  consolidations  commenced  over  70  years  ago  and 
continued  without  specific  legislation  up  to  the  passage^  of  the  trans- 
portation act.  Duiing  this  period  some  of  the  largest  svstems, 
•such  as  the  New  York  Central,  Pennsylvania,  Santa  Fe,  Southern 
Pacific,  and  others  w^ere  formed.  From  the  time  the  antitrust  laws 
were  declared  by  the  Supreme  Court  to  apply  to  railroads,  consolida- 
tions w^ere  con&ied  to  noncompe^'ting  roads.  Up  to  the  time  of  the 
passage  of  the  transportation  act  it  was  the  prevailing  economic 
theor}'  that  public  interest  was  best  ■served  through  competition  of 
rail  carriers,  both  in  rates  and  service,  with  regulation  to  prevent 
disciimination,,  rebates,  and  unjust  and  unreasonable  rates  (p.  4). 

CONSOLIDATION   PROVISIONS  OF  TRANSPORTATION  ACT 

By  the  transportation  act  of  19'20  legislative  recognition  and  ^en- 
couragement was  firat  given  to  railroad  consolidations.    The  portions 

of  the  act  dealing  w^th  consolidations  provided  for — 

(a)  Acquisitions  of  control  not  amounting  to  consolidations. 
(ft)  Consolidations  in  accordance  'with  ^  a  complete  plan  of  the 
Interstate  Commerce  Commission  grouping   the  railroads  of  the 
United  States  in  a  liimted  number  of  systems,  in  which  grouping — 

(1)  Competition  should  be  preserved  as  fuUy  as  nossible. 

(2)  Existing  routes  and  channel?  of  trade  should  be  maintained 
where ver  prac tica  ble. 
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Subject  to  which  requirements  systems  should  be  so  arranged 
that — 

(3)  Cost  of  transportation  as  between  competitive  systems  and  as 
related  to  value  of  properties  should  be  same  so  far  as  practicable, 

(4)  To  the  end  that  systems  might  employ  uniform  rates  and  earn 
substantially  same  rate  of  return  on  value  of  property. 

Securities  of  owner  of  consolidated  property  not  to  exceed  value  of 
property  as  determined  by  section  19a. 

Carriers  efl'ecting  consolidation  to  be  relieved  from  antitrust  laws 
and  other  restraints  of  Federal  or  State  laws. 

The  bill  was  a  compromise.  The  Senate  first  stood  for  compulsory 
consolidation  under  a  plan,  but  receded  from  the  compulsory  pro- 
visions and  the  House  agreed  to  the  plan  and  other  present  provisions 
of  act  (pp.  5-10). 

REASONS  FOR  ENACTMENT  OF  CONSOLIDATION  PROVISIONS 

One  of  the  large  problems  with  reference  to  railroads  which  faced 
Congress  was  that  although  provision  had  been  made  for  the  fixing 
of  rates  by  the  Interstate  Commerce  Commission,  it  would  be  im- 
possible for  the  commission  to  fix  rates  just  to  the  public  and  yet 
maintaining  the  entire  transportation  system  of  the  country,  because 
with  the  widely  varying  conditions  of  railroads,  in  any  area  rates 
which  would  furnish  one  company  an  adequate  income  would  lead 
another  into  bankruptcy.     On  the  other  hand,  if  rates  were  fixed 
sufficiently  high  to  mamtam  the  weak  roads  the  return  to  the  stronger 
roads  would  be  grossly  excessive.     As  stated  by  Samuel  W.  Moore  in 
an  article  appearing  in  the  Virginia  Law  Review,  June,  1929,  page  746: 
"The  program  for  railroad  consolidation  offered  a  simple  and 
sure  method  for  equalizing  the  fortunes  of  the  strong  and  the 
weak._    Certain  strong  lines  and  certain  weak  lines  would  be 
combined  into  one  system.     The  higher  earning  powder  of  the 
prosperous  roads  in  the  system  would  be  diluted  by  the  inclusion 
of  the  weaker  lines.     Financial  strength  w-oiild  be  offset  by  finan- 
cial weakness.     A  fair  average  woidd  result.     All  systems  w  ould 
be  created  in  the  same  manner.     Thereafter  there  would  be  no 
strong  roads  w4th  excessive  earnings,  and  no  weak  roads  strug- 
gling to  make  both  ends  meet.     All  systems  would  be  relatively 
equal  in  value  and  earning  power.     An  important  feature  of  the 
plan  was  that  all  short  lines,  and  particularly  the  weak  short 
lines,  would  be  provided  for,  and  all  woidd  find  a  haven  of  ab- 
sorption m  some  of  the  new  systems.     So  reasoned  Senator 
Cummms  and  those  of  his  school  of  thought." 
A  temporary  adjustment  pendmg  the  carrying  out  of  the  con- 
sohdation  program  was  to  be  made  by  use  of  the  recapture  clause 
(pp.  10-14). 

VIEWS  AS  TO  MAINTENANCE  OF  COMPETITION 

Sponsors  of  Legislation  and  Rail  Officials  Declared  Intention 
THAT  Competition  should  be  Preserved 

The  debates  in  the  Senate  and  especially  the  speeches  of  Senator 
Cummins  and  Senator  Kellogg,  the  chief  supporters  of  the  biU  on  the 
floor,  show  clearly  the  intention  of  the  supporters  of  the  policy  that 
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m  the  carrying  oat  of  a  wnsolidatioii  program  competition  must  be 
maintamed,  and  that  consolidations  should  only  be.  permitted  along 
the  Imes  of  natural  competitive  tran,sportation.    At  the  hearings,  held 

prior  to  the  passage  of  the  act,  the  representatives  of  the  raSroads 
declared  it  to  be  tli.eii-  purpose  that  competition  in  service,  at  least 
l>e.tweon  tlie  principal  competing  ro.ads,  'should  be  maintained  and 

that  the  prmcipal  lines  of  the  country  .should  be  maintained  as  sepa- 
rate competing  organizations  by  which  the  weaker  complementary 

(not  competitive)  lines  would  be  taken  m. 
The  report  of  the  Senate  committee  stated: 

'''The  superior  efficiency  of  several  systems  need  not  be  enum- 
erat..ed  at  length,  but  there  is  one  consideration  to  which  atten- 
tion should  be  called:  Competition,  not  in  rates  or  charges  but 
m  service,  will  do  more  to  strengthen  .and  make  pii!)lic  regulation 
success!  ul  than  any  other  element  which  can  be  introduced  into 
the  business  of  tr.an8portation..  Honorable  rivalry  among  men 
is  ^the  most  powerful  stimulus  known  to  hmiian  effort.  For 
this  reason,  largely,  the  commi  tice,  rec.0'giiizing  the  necessity  for 
consolidation,^  determined  in  favor  of  the  gradual  unification  of 
the  railw.ays  into  not  less  than  20'  nor  more  than  .36  systems; 
not  region.al  or  zone  systems,  but^  systems  that  will  preserve  sub- 
stantially existing  channels  of  commerce  and  full  competition  in 
service,''' 

From,  an  examination  of  the  recofd  in  Congress  and  from  a  reading 
of  tbe^ testimony  ,given  in  the  hearings  it  is  safe  to  draw  the  conclusion 
that,  however  broad  the  langiiajge  of  the  act  remo'ving  the  restrictions 
of  the  antitnist  laws  may  be,  it  was  not  the  purpose  of  Congress  to 
radically  change  the  policy  of  the  Government;  that  the  idea  of  con- 
solidation was  to  .gather  in  the  weaker  Mnes  which  were  not  self-sus- 
taming  and  that  the  prohibitions  imposed  by  the  antitrust  laws  were 
removed  from  approved  consolidations  because  the  absorption  of  weak 
or  short  lines  :might  m  some  instances  involve  violations  of  those  laws, 
but  that  co.mpetition  in  transpo.rtation  service  would  be  maintained 
by  the  preservation  of  the  principal  lin:es  of  the  country  as  separate 
co.mpetiiig  organizations  (pp.  15-24). 

^J  w^   ^Pi^  TltAl^^SPO'irrATlON    ACT—BIPLEY  PLAN— COMMIS- 

At  the  direction  of  the  Interstate  Commerce  Commission,  Prof. 
Wilham  Z.  Ripley,  of  Harvard  University,  made  an  investigation  of 
the  subject  of  raifroad  €,onsoIidati.oiis,  and  in  1921  presented  a  plan 
proposmg  21  systems  (63  I.  C.  C.  465).  In  comiection  with  his  plan 
he  prepared  a  lengiliy  report,  in  wliich  he  discu.ssed  gen.erally  the 
consohdation  provisions  of  the  law  .and  the  situations  of  the  railroads 
ol  the  country.  He  made  no  provision  fo.r  a  large  majo.rity  of  the 
short  .lines. 

On^  August  3,  1921,  the  commission  adopted  a  tentative  plan, 
■diienng  somewhat  from  that  of  Professor  Ripley,  and  providing'  for 

19  systems  (63  I.  C.  C  455). 

Hearings  on  the  tentative  plan  were  begun  in  1922  and  continued 
untii  1925,  and  on  December  9,  1929,  the  commission  pubhshed  its   - 
comprehensive   plan  of  consolidation,    providing   for   21    bvs terns 

'^ ""  I.  C.  C.  522)  (pp.  24-27). 
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CLAIMED  DEFECTS  IN  TRANSPORTATION  ACT 

anfirSri^Hrnif  T^."*^  ^^^  interstate  Commerce  Commission 
of  Co™  of  witnesses  appearing  before  the  committees 

01  i^ongress,  claimed  defects  m  the  consohdation  provisions  of  tW 
transportation  act  have  been  nmnfpri  rm*  u^ij!^  pio\ isions  oi  tue 
claimed  are:  pointed  out.     Briefly  the  mam  defects 

2'  No'^iSt^^n  TnZ"?^ -^'^7  P'*'"-    ^^^^^^^  impracticable, 
adoption  of  plan  ^^^^^^^^^^o^  ^  approve  consolidations  before 

3.  No  authority  to  adopt  alternative  plans. 

coLhdatTon.  "^  "^  ''"^^^^'^  ^"^'^^^'^^"  P^^-^^^^  ^^-^P'  ^^c^^ical 
5.  No  provision  for  pint  ownership  of  terminals,  etc. 

of  t^^^tSlS^fe  ^^^°  ^—  ^'  --- 

tii  to  ciS^ir""'"  ^^^"^  ''^'^'  jurisdiction  of  consolida- 
S    No  provision  for  control  of  holding  companies 
lb    N.>i.Tlt^''^''*-  machinery  for  effecting  consolidations. 
miiLty  ^^^^^^^^^^^^  ^^^'  ^^i-^-^  ^l--^«  of  dissenting 

de%s^™^    ""^   securities    to    valuation   impractical,    resulting   in 
12.  Taxes  obstacle  to  consolidation  (pp.  27-29). 

PROPOSED  AMENDATORV  LEGISLATION   1924-1929 

doSnT^icS^^  Sixty-eighth  Congress  and  continuing 
fh7Ll.??.l  mcliidmg  the  Seventy-first  Congress  various  bills  for 
the  amendment  of  the  consohdation  provisions  of  the  trflnqnnrtnH^^ 
act  have  been  introduced  in  the  ^ntitl  ^JiZfi.Tjj  ^^^"'^fortation 
held  A  liQf  r^f  f  K^l  KiiL  •  •  ^^^^,  *^^  m  the  House  and  hearings 
Drinrin«l  ni^J  ^  is  given  in  the  report  and  a  svnopsis  of  the 

principal  provisions  of  each.  Many  of  the  provisions  1  Ux-p  Ll^ 
earned  forward  and  appear  in  S.  668;  now  bl^Z  eZi^^^^^^^^ 

S^^"£  T:lr^^  ''^  head  rPreeent  prop^d^Sr' 
inereiore,  tliey  are  not  again  summanzed  here      S   1870  oanfmYM.A\ 

KaS^the  e^^fT«"^  T'  -h^-  '^°"«>^^'°°  had  formulated 
to  £.  «H,wf?T^  ^®  5"*"*^  ^"'h'"  ^y  proposed  system  were 
stitnfP  «^W^  f^  ^v"  T'^P'"^,  I?««^^^«-  Tills  method  was  to  co™ 
stitute  a  form  of  mdirect  compulsion  to  consolidation  (pp.  29-38) 

REASONS  FOR  AND  ADVANTAGES  OF   CONSOLIDATION-CONTRA 

— ^V/^^  ^""^'^  hearings  held  before  the  committee  of  the  Senate 
jnd  House  various  witnesses  have  testified  unon  thprn^L  ^v!  J^  ?  . 
features  of  the  consohdation  DrowaTrThr^oi  ?  ""P^''^?.* 
dation  nntiov  »r,ri  tk^  „j  *  progiam.  1  he  reasons  for  a  consoh- 
a«  rlZrJ^K^^  the  advantages  of  and  objections  to  such  a  pohey 
^n  cXmn?^  these  witoesses  can  be  summarized  in  parallel  pro  and 
con  columns  The  testmiony  of  the  witnesses  supportine  the  varioT.a 
contentions  u  quite  fuUy  abstracted  in  the  report        ^ 
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is  necessary  to  secure  fair  return, 

for  all  roads  while  operating  upon 

ft¥erage  rates.     Necessary  to  carry 
out  rate  theory  of  transportation 

act..     (Oldham,,  1923,  pp.  40-41, 

1926,  p.   42;   Secretary   Hoover 
1924,  p.  39.) 

Equalization  of  earnings.  (Pres- 
ident Coolidge,  message  1924,  p. 
46.) 

More  uniform  and  satisfac- 
tory rate  structure.  (President 
Hoover, _ message,  1929,  p.  46.) 

Simplified  and  improved  rate 
regulation .  (United  States  CJhani- 
her  of  Commerce,  1923,  p.  48; 
Prtsident  Hoover,  message  1929, 
p.  46.) 

Solution  of  weak  road  problem. 
(Secretary  Hoover,  1924,  p.  39; 
Senator  Cummins,  1925,  p.  48; 
Thorn,  1924,  p.  60;  1926,  p.  43; 
Buncan,  1926,  p.  44;  Cain,  1924- 

1927,  p.  61;  pp.  70-80.) 


equal  strength  operating  at  same 
cost  and  earning  same  rate  of  re- 
turn. The  larger  the  system,  the 
more  difficult  to  equaUze  these 
factors.  (Negative  arguments, 
United  States  Chamber  of  Com- 
merce, 1924,  p.  55.) 


^  Purpose  to  secure  lowest  pos- 
sible transportation  rates.  (Sena- 
tor Cummins,  1924,  p.  59.) 

If  weak-line  problem,  solved  by 
absorption  of  weak  lines  by  strong 
systems  Congress  may  make 
Bcientific  rates  related  to  service 
and  shipping  public  will  not  be 
called  on  to  |}ay  more  than 
necessar}^  to  take  care  of  weak 
line  problem.  (Thom,  1926,  p. 
43.) 

Better  adjustment  of  railway 
rates.  (Secretary  Hoover,  1924, 
p.  39;  Oldham,  1924,  p.  40,  1926, 
p.  42;  Duncan,  1926,  p.  44; 
United  States  Chamber  of  Com- 
merce, 1923,  p.  47.) 


Too  much  emphasis  on  saving 
of  weak  lines  as  a  reason  for 
consolidation.  (Willard  1928,  p. 
65.) 

Weak  line  problem  exaggerated. 
Can  be  worked  out  other  ways. 
(Fulbright,  1926,  p.  54;  1928, 
pp.  85-86.) 

Situation  not  now  acute.  (Com- 
missioner McManamy,  1929,  p. 
51.) 

Weak  lines  are  going  to  be  ac- 
quired only  on  basis  of  whether  or 
not  conclusion  ultimately  reached 
that  transaction  is  commercially 
justified.  (Thom,  1926,  p.  81; 
1925,  p.  86;  Lovett,  1926,  p. 
84.) 

Countiy  should  not  be  led  into 
belief  that  great  consolidations 
involve  any  probability  that  gen- 
eral level  of  rates  may  be  sub- 
stantially reduced.  (Commis- 
sioner Eastman,  1926,  p.  49.) 

No  evidence  that  mergers  will 
result  in  reduction  of  rates. 
(Minnesota  Members  of  House, 
1930,  p.  56.) 

Does  not  believe  economies  suf- 
ficient to  justify  reduction  in 
freight  rates.  (Lovett,  1926,  p., 
63.) 
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More  equitable  adjustment  of 
rates  between  commodities.  (Sec- 
retary Hoover,  1924,  p.  39;  Presi- 
dent Coohdge,  message,  1924,  p. 
46;  Thom,  1924,  p.  60.) 

Adequate  and  efficient  trans- 
portation facilities  for  service  of 
all  communities.  (Duncan,  1926, 
?;  ^iv^ommissioner  Hall,  1 926,  p. 
46;  Thom,  1924,  p.  60;  Cain,  1926, 
pp.  70-80;  Lovett,  1926,  pp. 
63-64.)  *^ 

Limited  number  of  more  uni- 
formly strong  and  stable  railroad 
systems.  (United  States  Cham- 
ber  of  Commerce,  1923,  p.  48.) 


Rehabihtation  of  railroads' 
credit.  (Duncan,  1926,  p.  44: 
Lovett,  1926,  p.  64.) 
^  More  economical  and  conven- 
ient financing.  (President  Cool- 
idge, message,  1924,  p.  46;  Harris, 
1926,  p.  64.) 

,  More  stable  financial  structure. 
(President  Hoover,  message,  1929, 
p.  46.) 


Sustained  earning  capacity  and 
better  credit.  (Thom,  1924,  p. 
60.) 


Wholesale  consolidation  of  rail- 
roads would  make  operation  un- 
wieldy.     (Webster,  1930,  p.   58.) 

Economy  and  efficiency  more 
than  matter  of  size.  Question 
how  fax  single  management  can 
with  advantage  be  extended  over 
railway  lines.  (Commissioner 
Lastman,  1926,  p.  49.) 

Strong  ground  for  belief  best 
results  m  operating  efficiency  and 
service  secured  when  system  is 
small  enough  for  executive  to 
maintain  pei-sonal  contact, 
(Commissioner  Eastman,  1929, 
p.  50.)  ' 

Few  great  systems  produce  un- 
due centralization  of  power  in  few 
hands.  Great  systems  if  financi- 
ally successful  will  be  powerful 
arrogant  and  indifferent  to  ship- 
pers' needs.  (Negative  argu- 
ments, United  States  Chamber 
of  Commerce,  1924,  p.  55.) 

Not  at  all  impossible  to  effect 
consolidations  with  a  prodigaHtv 
of  expenditure  or  incurred  liabili- 
ties that  will  nullify  all  good  re- 
sults. (Commissioner  Eastman. 
1926,  p.  49.) 

Sentiment  for  consolidation 
largely  artificial  and  emanates  for 
most  part  from  financial  circles 
which  are  most  likely  to  reap 
large  profits  from  the  mere  pro- 
cess oi  putting  the  roads  to- 
gether. (Commissioner  East- 
man, 1929,  p.  50.) 


i 


. 


k 


■USii 


10 


■EAUilOiAD  OONSOMDATIO'NS  AWD  UNIFICATIONS 


Less  difficultjr  in  labor  Edjust- 
mmktB.  (President  Coolidge, 
mess.age,  1924,  p.  46.) 

&lve  lemiinal  difficiiltiefl.. 
(President.  Coolldge,  message, 
1924,  p.  46;  Secretary  Hoover, 
1924,  p.  58;  Commissioner  Hall, 
1926,  p.  67.) 

Fluctuations  in,  earnings  of 
short  lines  avoided,  (Cain,'  1926, 
p.  61.) 

Economies : 

Economies  in  construction, 
main,tenance  and  operation  wMch, 
wMle  sometimes  exaggerated,  will 
nevertheless  be  important. 
(United  States  Chamber  of  Com- 
merce, 1923,  p.  48..) 


Probable  economies: 

Cheaper  maintenance  of  equip- 
ment. Avoid  expense  delays  m 
discharge  and  unloading.  (Secre- 
tary Hoover,  1924,  p.  58.) 

Possible  discontinue  service  on 
useless  lines  furnishing  duplicated 
service.  System,  able  do  busi- 
ness on  own,  lines  by  shorter 
hauls  and  have  choice  of  routes. 
By  purchases  on  larger  scales. 
Borrow  money  better  terms. 
Elimination  of  switching.  Stand- 
ardization  of   niateri,al,s. 

Eiimination  of  interline  ao- 
coimting.  Greater  ability  to  util- 
,i»  shois  and  equipmeiit  on  all 
parts  of  system,  to  m,aximiuatt 
extent.  Freight  care  at  home 
on  all  parts  of  system,  (Thom, 
1924,  p.  60.) 

Saving  in  operation  of  full 
trains  and  full  power.  (Cain, 
1926,  p.  61.) 

,Small  amount  possible  in  over- 
head expenses  on  superintend- 
ence. Printing  and  tariff  publi- 
cations. Fewer  and  larger  repair 
shops.  Use  of  consohdated  par- 
all,el  tracks  ,as  double  track. 
^,JL/  u,n,c  an, ,  1 9,00 ,  p .  o  i, . } 

(Sec   generally   ,report    on    S, 


Tendency  to  exaggerate  econo- 
mies. (Commissioner  Eastman, 
1926,  p.  49.) 

No  important  economies  of 
operation  can  be  brought  about 
by  consoMdation.  On  other  hand 
looser  supervision  will  probably 
incre,ase  operating  costs.  (United 
States  Chamber  of  Commerce, 
negative  argument,  1924,  p,  55.) 

"Saving  in  cost  of  operation 
was  a  negligible  factor  in  my 
mind.  *  *  *  if  this  bill  is  to 
be  voted  up  or  voted  down  on  the 
basis  of  saving  that  would  be 
effected  by  consolidation  in  opera- 
tion alone,  I  have  not  sufficient 
basis  for  urging  it."  (Senator 
Cummins,  1924,  p.  59.) 

"A  good  deal  of  expert  opinion 
among  railroad  people  is  to  the 
effect  that  the  idea  of  economy 
can  be  overestimated  as  a  cause 
for  consoHdation.  There  is  a 
difference  of  opinion  among  men 
on  that  subject."     (Thom,  1924, 

p,.    Oil./ 

Our  observation  that  consolida- 
tions do  not  mateiially  reduce  any 
operating  expenses.  (Fulbright, 
1926,  p.  68.) 

Some  economies  in  consolida- 
tion but  offset  in  many  instances 
by  additional  expense,  so  on  the 
whole  amount  saved^  overesti- 
mated. Economies  wiE  not  be 
sufficient  to  justify  reduction  of 
freight  rates.     (Lovett,  1926,  p. 

m.) 

Thinks   many   economies   but 

overexaggerated.    (Willard,  1928,' 
pp.  65-66.) 
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3840,  April,  1926,  abstracted  at 
p.   35.) 

.Improved  car  service,  mth 
wider  movement  of  cars  on  home 
une,  less  car  interchange. 
(United  States  Chamber  of  Com- 
merce, 1923,  p.  48;  Secretary 
Hoover,  1924,  p.  58;  Commis- 
sioner Hall,  1926,  p.  67. 

Utilization  of  more  direct  routes, 
better  grades,  and  shorter  hauls. 
(United  States  Chamber  of  Com- 
merce, 1923,  p.  48;  Secretary 
Hoover,  1924,  p.  58.) 

Better  handhng  of  traffic.  (Sec- 
retary Hoover,  1924,  p.  58.) 

Reduction  of  number  of  sys- 
tems will  reduce  number  of  execu- 
tives and  result  in  easier  obtain- 
ing of  uniform  policies  and  sim- 
pUfy  dealing  of  roads  with  each 
other.  (Thom,  1924,  p.  60;  Com- 
missioner Hall,  1926,  p.  67.) 

Simplification  of  regulation  by 
Interstate  Commerce  Commis- 
sion with  smaller  number  of 
systems.  (Thom,  1924,  p.  60; 
Commissioner  Hall,  1926,  p.  67.) 
Uniform  service.  Minimum 
number  of  systems  for  products 
to  move  over  in  reaching  final 
market.  Solid  trains  and  heavier 
car  loading.  Discontinuance  back 
hauls  and  nonuse  many  junction 
points.  (Commissioner  Hall. 
1926,  p.  67.) 

Strengthen  existing  systems. 
(Lovett,  1926,  p.  64;  Willard, 
1928,  p.  65.) 


No  certainty  of  reduction^  in 
operating  costs.  Systems  ah-eady 
so  large  probably  have  secured 
maximum  economies.  (National 
CityCo.,  1930,p.  69.) 

Service  has  been  improved  by 
cooperation.  (Commissioner 
Eastman,  1926,  p.  49.) 

No  car  shortage  for  more  than 
five  years.  (Commissioner  Mc- 
Manamy,  1930,  p.  51.) 


No  necessity  exists  for  consoH- 
dation of  railroads  now  in  view 
of  manner  in  which  American 
Kailway  Association  functions. 
(Webster,  1930,  p.  58.) 


No  general  distribution  of  rail- 
way  properties  can  be  brought 
about  without  changing  seriously 
existing  routes  and  channels  of 
trade  and  commerce.  (Negative 
argument.  United  States  Cham- 
her  of  Commerce,  1924,  p.  55.) 

Great  consolidated  systems  if 
not  successful  will  produce  more 
serious  problem  than  we  now 
have,  because  no  power  but 
Government  adequate  to  take 
over  such  properties.     (Negative 
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afgiiment,  United  States  Cham- 
ber of  Commerce,  1924,  p.  55.) 

Consolidations  will  result  in 
reduction  of  numbers  of  employees 
and  emphasize  unemployment  sit- 
uation. (Minnesota  Members  of 
House,  1930,  p.  56:  Webster, 
1930,  p.  58;  National  City  Co., 
1930,  p.  69 ;  Richberg,  1930,  p.  69.) 

Communities  will  be  adversely 
affected.  (Minnesota  Members 
of  House,  1930,  p.  56;  National 
City  Co.,  1930,  p.  69;  Richberg, 
1930,  p.  69.) 

Transportation  service  wiM  be 
impaired  by  reduction  of  trains 
and  elimination  of  shops  and 
other  institutions.  (Minnesota 
Membere  of  House,  1930,  p.  56.) 

Further  arguments  as  to  claimed  advantages  or  disadyantages  are 

presented •■  under  the  heads  "■Results  of  Short  Haid  Provisions  in 
Cases  of  Consolidation,"  "Effects  of  Consolidation  on  Labor, ^  and 
"Opinions  of  Students  of  Consolidation  not  in  Records  of  Hearings, 

and  reference  to  these  arguments  will  be  made  in  this  summary  under 

those  headings., 

WEAK  LINE  PROBLEM---CO|mLICT  OF  V^^      OF  SHORT  LINES  AND 

STBONG  LINES 

Short  Line  View— Consolidations  for  Benefit  Short  and  Weak 

XjINES 

In  view  of  the  often  repeated  statements,  of  'Senator  Cummins  that 
the  purpose  of  the  consohdation  legislation  was  to  preserve  the 
transportation  facilities  of  the  country  by  providing  a  method  by 
which  the  weak  lines  of  the  country  might  be  preserved,  without 
injustice  to  the  rate-paying  public,  it  is  important  to  endeavor  to 
gather  just  what  the  poEcy  has  done  or  is  likely  to  do  for  those  weak 

The  representatives  of  the  short  lines  have  taken  the  position  at 
the  hearings  that  if  the  short  and  weak  lines  are  not  preserved  and 
fostered  through  the  consolidation  plan,  the  transportation  act  is  a 
failure,  or  worse  than  a  failure  because  strong  hnes  can  acquire  other 
strong  lines  without  any  obligation  to  take  the  weak  ones— and  that 
m  a  matter  of  fact  that  is  being  done  under  paragraph  2  of  section  5 
(the  acquisition  of  conti-ol  provision).  Then-  claim  is  that  the  other 
aids,  such  as  the  provisions  for  divisions,  are  not  adequate;  that  it  a 
short  line  is  granted  higher  divisions,  it  wdl  result  m  the  strong 
lines  routing  business  over  other  roads,  iheir  position  m  lyzo 
was,  that  if  a  complete  plan  was  not  to  be  carried  out,  there  must  be 
some  such  provision  as  that  contained  in  S.  1870,  by  which  pro- 
visional groupings  would  be  made,  witb  a  distribution  oi  excess  earn- 
ings of  strong  roads  to  the  roads  within  the  group  not  earning  a  fair 
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return.  They  felt  that  any  plan  of  voluntary  consolidation  without 
some  such  safeguard  would  result  in  the  strong  growing  stronger 
and  the  weak  weaker.  They  did  not  express  any  hope  that  any  sub- 
stantial number  of  weak  lines  would  be  taken  over  for  a  long  time, 
but  thought  that  some  such  provision  as  that  mentioned  would  stimu- 
late mergers  (pp.  69-80). 

Strong  Line  View — Not  Compelled  Acquire  Short  Lines  Unless 
Acquisition  Commercially  Justifiable 

The  representatives  of  the  larger  roads,  as  represented  by  the 
Association  of  Railway  Executives,  have  taken  the  position  that  the 
purpose  of  the  legislation  is  to  strengthen  transportation  facilities  of 
the  country  generally,  and  that  no  system  of  consolidation  should  be 
adopted  merely  in  the  interest  of  lines  doing  the  smallest  amount  of 
transportation  service.  Their  contention  is  that  consolidation  is  a 
busuiess  proposition;  that  no  road  can  be  or  should  be  compelled  to 
take  over  another  which  is  a  losmg  proposition,  or  which  can  not  be 
obtained  on  terms  commercially  justified  and  that  weak  lines  will  be 
acquired  only  on  that  basis.  They  say  that  all  barriers  to  possible 
consolidations  should  be  removed  and  let  the  railroad  mangements 
study  the  opportunities  for  improvement  and  mutual  advantage  and 
better  service  to  the  public,  but  that  legislative  action  should  be 
avoided  which  would  tend  to  saddle  weak  lines  on  strong  lines  in 
such  a  manner  that  general  transportation  service  would  be  made  to 
sufler.  They  express  the  fear  that  any  compulsory  plan  would  en- 
courage speculators  in  the  stock  of  weak  roads  to  hold  up  the  price. 
Judge  Lovett  stated  his  belief  that  strong  carriers  would  rather  submit 
to  recapture  than  be  forced  to  accept  unprofitable  roads.  (Thom,  pp. 
81  and  86;  DuiicaD,  pp.  82-84  and  p.  92;  Lovett,  pp.  84-85  and  p.  93.) 

The  representative  of  the  shippers  stated  that  in  his  opinion  the 
weak  line  problem  was  greatly  exaggerated,  and  that  many  of  the 
roads  referred  to  by  Senator  Cummins  as  weak  were  already  sub- 
sidiaries  of  strong  systems.     (Fulbiight,  pp.  54-55  and  p.  85.) 

COMPLETE  PLAN 

General  Opinion  it  is  Impracticable — Power  to  Force  Con- 
solidations Denied 

This  subject  is  closely  allied  to  the  last.     Mr.  Thom  for  the  rail- 
roads expressed  his  opinion  that  the  provision  for  a  complete  plan  is 
thoroughly   unworkable.     Mr,   Harris   of   the   New   York   (Central 
insisted  that  consolidations  must  be  voluntary — that  there  is  no  way 
to  compel  roads  to  consolidate  unless  the  transaction  is  satisfactory 
to  the  security  holders.     The  commission  asked  repeatedly  to  be 
relieved  of  the  responsibility  of  preparing  a  plan.     Judge  Lovett  said : 
"I  have  never  believed  that  Congress  or  the  commission  has 
power  to  force  consolidations  against  the  wish  of  the  company 
that  owns  the  properties.     I  think  that  the  legislation  will  be 
effective  by  opening  the  door  to  voluntary  consolidations  under 
the  regulation  of  the  commission  and  since  the  commission,  as  a 
condition  of  approving  the  proposed  consolidation  may  attach 
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conditions  with  respect  to  the  taking  in  of  another  line,  as  this 
(the  pending  bill)  will  provide,  that  will  lead  to  the  absorption 
of  many  of  the  weak  lines,  and  probably  in  time  all  of  the  weak 
lines." 
.And  in,  answer  to  the  question: 

"But  under  your  view,  it  could  only  lead  to  it  through  an 
agreement  voluntarily  reached  between  the  weak  and  the  strong 
lines?"  he  replied:  "That  is  my  judgment"  (pp.  86-94). 

COMPBTITIO'N 

Attempts  to  Miniiiizb  Importancb — ^Theory  of  Substituting 
New  Competition  for  Existing — Shippers  and  Labor  Insist 

ON  Preservation 

There  is  no  q^uestion  as  to  the  views  of  the  sponsors  of  this  legis- 
lation as  to  maintaining  existing  competition.  By  the  statute  that 
is  the  first  condition  to  be  observed  in  forming  systems.  From  the 
time  of  the  passage  of  the  act  until  the  present  time  there  has  been  a 
tendency  in  proposals  for  legislation  to  minimize  the  importance  of 
maintaining  existing  competition,  and  to  substitute  a  new  policy  of 
simply  requiring  competition  between  the  new  systems  to  be  formed. 
In  the  early  hearings  the  same  views  were  expressed  by  witnesses 
such  as  Mr.  Hoover  (p.  94)  and  Judge  Lovett  as  were  expressed  by 
Senator  Kellogg  in  the  Senate.  Judge  Lovett  said  he  hoped  the 
consolidation  program  w^ould  not  eliminate  competition  because  h© 
believed  in  it  strongly  as  an  essential  feature  of  railroad  policy— 
that  he  did  not  favor  consolidations  that  would  remove  substantial 
(and  not  merely  incidental)  competition  (p.  95). 

Mr.  John  E.  Oldham,  an  investment  banker  who  was  very  promi- 
nent in  hearings  on  consolidation  matters  in  the  early  days  of  the  law, 
announced  in  an  article  in  the  Harvard  Business  Review  in  January, 

"The  act  specifically  provides  that  the  commission  in  pre- 
paring its  plan  shall  aim  to  preserve  competition  as  fully  as 

possible.  It  is  tiwwteWe,  howemrj  thai  much  of  the  existing  com- 
petiiion  will  disappear  if  consolidations  are  to  be  made  on  such 
an  extensive  scale  as  is  indicated  by  the  intent  and  wording  of 
the  law"    (p.  96). 

Senator  Cummins  in  January,  1926,  showed  his  first  inclination  to 
subordinate  the  idea  of  maintaining  competition  to  the  final  purpose 
of  creating  systems,  and  at  the  same  hearing  agreed  to  the  proposition 
of  requiring  competition  only  between  the  consolidated  systems — 
which,  of  course,  would  in  many  instances  do  away  with  the  main- 
tenance of  existing  competition  (p.  97). 

The  position  of  the  railroads  has  been  that  if  the  destruction  of 
competition  is  found  or  considered  by  the  commission  to  be  in  the 
pubic  interest,  the  commission  should  have  power  to  permit  such 
destruction  (p.  98,  Thom) . 

The  commission  has  said  that  if  the  interference  with  competition 
is  not  unduly  great,  "if  eirective  competition  is  prescr\^ed  at  all 
important  points,  and  particularly  if  the  tendency  of  the  combination 
is  to  increase  and  promote  other  competition  to  compenmte  for  that 
aestroyed  or  ksseirndf  the  combination  may  well  merit  our  approval'* 
(p.  99) 
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Mr.  R.  C.  Ful bright,  representing  the  National  Industrial  Traffic 
League,  on  behalf  of  shippers,  insisted  that  there  was  no  intention  to 
change  the  settled  policy  of  the  Nation  in  favor  of  the  preservation  of 
competition;  that  many  consolidations  were  made  after  the  passage 
of  the  antitrust  law;  that  there  has  been  a  great  deal  of  propaganda 
to  the  effect  that  the  transportation  act  changed  the  policy  of  the 
law,  which  was  not  correct;  that  the  shippers  have  always  insisted 
that  competition  should  be  preserved  and  that  sentiment  to  the 
contrary  has  largely  originated  with  financial  interests  and  so-called 
investnfent  banking  interests.  His  idea  was  that  the  operation  of 
the  antitrust  laws  was  suspended  as  to  consolidations  so  that  the 
commission  ^-puld  have  fuU  authority  to  preserve  competition,  and 
that  their  action  would  not  be  embarrassed  by  action  in  the  courts. 
He  suggested  a  simple  authority  to  the  commission  to  approve  a 
unification  where  it  finds  it  is  in  the  public  interest  ^^and  that  it  wiU 
not  substantially  reduce  existing  competition."  To  this  the  railroads 
objected  strenuously,  claiming  that  with  such  language  there  could 
be  no  consolidations  (pp.  100  et  seq,). 

The  New  Jersey  Industrial  Traffic  League,  the  Railway  Labor 
Executives'  Association,  Chairman  McManamy,  and  the  members  of 
the  House  from  Minnesota  have  all  expressed  themselves  strongly 
in  favor  of  maintaining  existing  competition  (pp.  106-108). 

WEAK  ROADS  LISTED  BY  SENATOR  CUMMINS 

Basis  of  Claim  that  Transportation  System  Could  Not  Survive 

Without  Consolidation 

• 

Senator  Cummins  in  his  speech  in  the  Senate  on  the  transportation 
act  recited  the  earnings  of  some  of  the  railroad  systems  of  the  country 
(pp.  17,  18)  as  illustrating  the  necessity  for  remedial  legislation  if 
some  of  those  roads  were  to  live.  Later  in  a  series  of  newspaper  ar- 
ticles, he  listed  46  roads  earning  inadequate  incomes  in  1922,  and  at 
the  hearings  on  S.  1870,  made  a  part  of  the  record,  two  tables,  one 
showing  70  roads  with  an  aggregate  mileage  of  over  56,000  miles, 
which  earned  an  average  of  less  than  3  per  cent  for  the  years  1922- 
1924,  and  a  list  of  30  roads  with  a  total  mileage  of  over  60,000  miles 
which  earned  an  average  return  of  more  than  3  per  cent  but  less  than 
4  per  cent  during  the  same  period  (pp.  108-116). 

Complete  Tabulation  Rates  Return  Class  I  Roads,  1921-1929, 

in  Report 

Attached  to  the  report  is  a  tabulation  of  the  rates  of  return  of  all 
Class  I  railroads  for  the  years  1921  to  1929  inclusive,  prepared  by  the 
Interstate  Commerce  Commission.  Tables  have  been  prepared  and 
included  in  the  report  based  on  tliis  tabulation  (pp.  111-113). 

Rates  of  Return  Based  on  Book  Values — Commission  Valua- 
tions Show  Higher  Return 

The  rates  of  return  shown  are  based  on  book  value.  On  the  com- 
mission valuations  some  roads  show  a  great  difference.  Some  of  these 
are  listed  on  page  109.    For  instance,  the  Erie,  always  caOed  a  weak 
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road,  shoeing  a  return  on  book  value  for  1928  of  only  3.69  per  cent, 

shows  a  return  on  commission  valuation  of  5.64  per  cent,  and  the  Mis- 
souri-Kansas-Texas, showing  a  book  value  return  of  only  4.80  per  cent 

shows  a  return  on  valuation  of  9.85  per  cent. 

SeNATOK.  ClJMMINS's  LiST  INCLUDED  MaNY  SUBSIDIARIES  OF  LaRGER 

Systems 

In  listing  weak  roads  Senator  Cummins  included  roads  which  were 
subsidiaries  or  under  the  control  of  strong  systems.  Of  his  46  roads, 
only  25  were  independent,  and  of  the  70,  only  37  were  independent. 
The  oft-quoted  statement  of  50,000  to  60,000  miles  of  raih-oads  on 

the  verge  of  abandonment,  therefore,  loses  some  of  its  force  (pp.  109, 
111-113). 

The  full  tabulations  in  the  report  can  not  be  summarized,  but 
some  facts  shown  by  them  may  throw  some  light  on  the  subject  of 

consolidation. 

Independent   Roads  Listed  as   Weak  Have   Shown  Greater 

Improvement  than  Subsidiaries 

Of  the  roads  listed  by  Senator  Cummins  in  his  newspaper  articles 
and  in  his  tables  as  earning  less  than  3  per  cent,  the  average  return 
for  1927-1929  showed  11  of  the  33  independent  roads  earning  more 
than  4  per  cent,  while  only  5  of  35  subsidiaries  made  that  return;  8 
independents  earned  3  to'  4  per  cent,  and  only  6  subsidiaries  and 
onlv  1  independent  of  the  33  showed  a  deficit,  while  6  of  the  35  sub- 
sidiaries  were  in  the  red.     (P.  114;  tables,  pp.  111-113.) 

Parent  Roads  Show  Good  Return,  While  Subsidiaries  Show 

Deficit 

The  tables  also  show  that  in  many  cases  a  parent  company  is 
making  a  good  return  while  its  subsidiary  is  starving.  For  instance, 
the  St.  Louis  &  Southwestern  shows  no  return  below  4.06  per  cent  for 
the  years  1921  to  1929,  some  y^ears  running  over  7  per  cent,  while 

the  St.  Louis  &  Southwestern  of  Texas  shows  deficits  for  5  of  the  9 
years  and  never  over  1.4  per  cent.     Other  illustrations  of  similar 

character  are  cited  in  the  report  (p.  115). 

Independent  Roads  in  3  to  4  Per  Cent  Class  Show  Greater 

Improvement  than  Subsidiaries 

Of  the  30  roads  listed  by  Senator  Cummins  as  earning  less  than 

4  per  cent  but  over  3  per  cent  for  1922-1924,  in  1927-1929  of  7  sub- 
sidiaries reporting  only  2  showed  a  return  of  over  4  per  cent,  while 
of  14  independent  roads  reporting  7  showed  over  4  per  cent  and  the 
remaining  7  over  3  per  cent.  Four  of  the  7  subsidiaries  showed  a 
gain,  while  all  14  independent  roads  showed  a  gain  (p.  116). 
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Class  I  roads  reporting  for  1927-1929  show  the  following  average 
return  (p.  117). 


Over  6  per  cent 

5  per  cent  to  6  per  cent 

4  per  cent  to  5  per  cent 

3  per  cent  to  4  per  cent 

Under  3  per  cent 

Not  reporting  (leased,  etc.). 


All  roads 


34 

24 
32 
31 

48 
27 


196 


Independ- 
ent roads 
(included 
in  fore- 
going} 


14 

m 
w 

m 


82 


Roads    Not   Listed    as   Weak    in    1924   Show   General   Good 

Condition 

The  80  Class  I  roads  which  earned  more  than  4  per  cent  for  the 
period  1922-1924,  show  the  following  for  1927-1929: 


Over  6  per  cent 

5to  6  per  cent 

4  to  5  per  cent 

3to  4  per  cent 

Under  3  per  cent 


»  Florida  East  Coast,  which  dropped  from  an  average  of  4.9  per  cent  for  five  years  1922-1926,  inclusive 
to  0.48  in  1927,  following  business  depression  there  (p.  1.51  H). 


1927-1929 


DECREASE  IN  NUMBER  OF  ROADS  SHOWING  LOW  RETURN  SINCE  1924 

Class  I  roads  earning  less  than  4  per  cent 

Class  I  roads  earning  less  than  3  per  cent..- 

INDEPENDENT  ROADS  SHOW  GREATEST  IMPROVEMENT 

Class  I  roads,  independent,  earning  less  than  3  per  cent. 


(Page  117.) 

Class  II  and  Class  III  Roads  Not  Prosperous 

Class  II  and  III  roads  for  1928  do  not  show  up  as  favorably  as 
Class  I  roads  (p.  118). 


Class  II  roads  1928.  all 

Clas>  II  roads,  1928,  independent  . 

Class  III  roads,  1928.  all 

Class  III  roads,  1928,  independent 


Net  income 

over  inter- 

est and 

Under 

fixed 

charges 

134 

122 

56 

57 

131 

199 

93 

119 

Total 


256 
11.3 

21' 


1 


1» 

I 


I 


1 
I 


i 
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AVBBAGB  DlVIDBNDS  PaID  BY  AlL  CaEEIERS  ShOW  StEADY  InCREASB 

Since  1922 

The  percentage  of  stock  of  all  railroads  in  the  United  States  paying 
dividends  has  increased  from  59.38,  62.09,  64.97  for  1922-1924  to 
70.25,  73.65,  76.23  for  1927-1929,  and  the  ratio  of  dividends  declared 
to  all  stock  from  3.78, 4.53, 4.14  to  5.95, 5.25,  5.70  for  the  same  periods. 

The  ratios  of  dividends  declared  to  all  stock  for  the  year  1929  was — 

ClaisB  I  companfee 5.  go, 

Clan  11  companies IIIIIIIIIIIIIII  2.  15 

Oass  III  companies IIIIIIIIIII  1.  27 

The  Class  I  compaiiies  show  a  steady  increase  of  percentage  from; 
1921,  while  the  Class  II  and  III  companies  vary  (pp.  118-119). 

Abditional  Statistics  From  Other  Reports  and  Studies 

For  the  purpose  of  continuity,  there  are  here  summarized  the 
statistics  shown  by  the  pamphlet  The  Consolidation  Equation,  by 
Herman  W.  Ordemann,  later  referred  to,  by  the  1930  report  of 
Dr.  Howard  C.  Kidd  to  the  Pennsylvania  Public  UtiUties  Commission, 
and  by  the  "Declaration  of  Policy"  of  the  Association  of  Railway 
Executives,  dated  November  20,  1930. 

Hermam  W.  Ordbman  Claims  Progress  by  Carriers 

Receiverships  decrease: 
19ie-1919— 

Boads 75; 

liS»-1923—  " ^^'  ^** 

^Moads. __ g^ 

lilies ..  "  i4  A01 

1924-1928—  " i%^^L 

Roads ^ Aa 

Close  1928^  1^,286.24 

Roads _  33 

„       Miles  iiii"iiir:i::::::::::  5, 255. 54 

Expense  ratios  decrease: 

Operating  ratio  expenaes  to  revenues — 

l.||l'tF~'l'lf'l  y'_  -_____«______ ■        riAT  AA-rff.  Ttt     TO 

«*!*>#»_■•,  #|,|>0 F'^*    t/CUl/__  /o.    /o 

iif«ii— 'isf,*o «. --_---______«_,____ do  8^  ^7 

Hf3BTr~J.if3BO_  ______________________ _  Ho  "7^   (V7 

1929' do  71     AQ 

Car  Shortages  reduced  to  none:  "' 

Car  shortages — 

1916-1919- 70  99, 

1920-1923___ ■ 21  749 

1924-1928 , "IIIIIIIIIIIIIIIIIIII 42 

1928-29 _ IIIIIIIIIIIIII  None. 

EFFICIENCY   OF   CARRIERS   INCREASED 

Increase  of  only  42  per  cent  in  revenue  per  ton-mile  from  1916  to 
and  including  1929.  Operating  expenses  increased  about  85  per  cent, 
lax  accruals  increased  over  130  per  cent.  Comparison  of  revenue 
mcreases  as  against  major  expense  items  shows  conclusively  that 
earners  have  performed  duty  well,  results  having  a  benefit  both  to 
public  and  security  owners. 


RAILROAD  CONSOLIDATIONS  AND  UNIFICATIONS 


19 


One  thousand  nine  hundred  and  twenty  freight  cars  moved  average 
of  25.1  miles  per  day;  in  1929,  32.4  miles  per  day;  quickening  in 
movement  of  freight  to  extent  of  29  per  cent. 

Average  tractive  power  per  locomotive,  average  capacity  per  freight 
car  and  freight  train  car-miles  per  locomotive  increased,  with  resultant 
lower  operating  cost  (p.  155). 

PASSENGER   REVENUE    PER   CAR   MILE   DECREASED 

Decrease  in  passenger  revenue  per  car-mile. 

Dr.  Howard  C.  Kidd  Shows  Progress  by  Carriers 

fall  in  net  earnings  1910  to  1920 

Using  1910  as  basis  of  100,  net  earnings  of  railroads  declined  from 
118  in  1916  to  80  at  beginning  of  1920  and  to  59  at  end  of  that  year. 
"In  such  an  atmosphere  of  disorder  the  prescription  of  con- 
solidation was  indorsed  by  Congress  as  a  remedy  for  the  plight  of 
the  railroads." 

INCREASE   IN   NET   EARNINGS   1920    TO   1929 

Using  same  comparison  of  net  earnings,  find  unmistakable  indica- 
tions of  recovery. 

Index  of 
earnings 

1910 100 

1921 59 

1923 110 

1926 151 

1928 149 

INCREASE   IN   EFFICIENCY,    1922   TO    1929 

While  capital  outlays  were  mounting  efficiency  average  increasing. 

Efficiency  averages,  Class  I  railroads  (Bureau  of  Railway  Economics,  miscellaneous 

series  51,  p.  21) 

Efficiency 
average 

Igi:::::::::::::::::::::::::::: ^^-^ 

1924 104.  8 

1925 - 109.4 

1926 _ 113  5 

1927 ...::::::::::::  115.2 

1928 _ 118  0 

1929 ._ :::::  {21:1 

(Pp.  163-164.) 


I 
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Association  of  Railway  Executives*  "Declaration  of  Policy" 

Claims  Decline  in  Traffic  and  Revenue 

Deareme  in  percentage  of  growth  of  traffic,  1890  to  1929 


Growth  in  railway 
traffic 


laxj-iwo., 

1:900-1910 , ■ ■ 

1»10-1»20 ' : ■ 

i8»-i929 ^..iiiiiiiiiiiiziiiiiiiiiiiiiimiiiiz 

>  DMreaMw 

Bedudion  in  freight  revenues,  1921  to  1929 


Revenue 
ton-miles 
increased 


Pit  cent 

85.8 

80.1 

62.2 

Ok  8 


Paasenger 
milas  in- 
creased 


Per  cent 

36.4 

101.6 

46.6 

>34.2 


1§23... 

1926... 
1«2IJ... 
1927... 
1928... 
1929'... 


Reduction 

in  freight 

Average 

revenue  due 

receipts 

to  declining 

per 

average  re- 

ton-mile 

ceipts  per 

(cents) 

ton-mile 

compared 

with  1921 

1.275 
1. 177 

$332,  .MO,  000 

1.116 

656,  236, 000 

1.116 

617,580,000 

1.097 

736,689,000 

1.081 

860,  868, 000 

1.080 

■    836,037,000 

1.081 

839, 855, 000 

1.076 

890, 170, 000 

Per  cent  of  decline  1929  under  1921, 16.6;  total  reduction  in  revenue,  $6,769,835,000. 

"Figures  for  average  receipts  per  ton  mile,  it  is  fair  to  say, 
represent  many  factors,  such  as  changes  in  commodities,  dis- 
tances  hauled,  and  other  items,  and  can  not  be  taken  as  a  precise 
guide  to  rate  reductions,  but  they  are  conclusive  as  sho\^ing  the 
trend." 

CARRIERS   SHOW   INCREASED   EFFICIENCY,  1920  TO  1929 

"During  this  same  period  the  operating  expenses  have  indi- 
cated the  apphcation  of  gi-eat  economy  and  efficiency,  as  shown 
by  the  following  figures : 
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1920. 
1921. 
1922- 
1923. 
1924. 
1925. 
1926. 
1927. 
1928. 


Total  operating 
expenses 


1929 

Decreas"e7l929  under  1926111111^111^^    

Decrease,  1929  under  1920 ...(per  cent). 


3)u,  oZi  f 

4,  562, 
4,414, 

4, 895, 
4,507, 
4,  536, 
4,  669, 
4.  574, 
4,427, 
4, 506, 
1,321, 


591, 146. 00 
e.68, 302. 00 
522,  334.  00 
166, 819. 00 
886, 037. 00 
880,  291. 00 
336,  736. 00 
177,821.00 
995. 036. 00 
056,  262. 00 
534,884.00 
22.7 


Traffic 

units 

(millions} 


Expenses 
per  1,000 

traffic 
units 


550, 852 
418,  778 
445, 695 

526,  597 
496,688 
521, 665 
550, 179 
529.686 

527,  719 
540,  544 

10, 308 
1.9 


$10.  58 
10.90 
il«  WO 
9.30 
9.08 
8.70 
8.49 
8.64 
8.39 
8.34 
2.24 
21. 2 


1  Revenue  ton-miles  plus  equated  revenue  pa.ssengcr-mlles. 

INCREASED   EFFICIENCY   SECURED   THROUGH   LARGE    CAPITAL 

EXPENDITURES 

"This  has  been  accomplished  largely  through  the  expenditure 
for  capital  improvements  in  the  9-year  period  amounting  to 
$6,855,416,000,  which  provided  improved  locomotives  and  equip- 
ment, improvement  in  the  physical  structure,  improvement  in 
methods,  and  done  in  conformity  with  the  program  of  the  rail- 
roads entered  into  in  1923  which,  as  announced  at  that  time, 
was  based  'on  an  abiding  faith  in  the  fairness  of  the  American 
people  and  reliance  on  the  continuance  of  the  policy  announced 
m  the  transportation  act,  1920,  as  a  measure  of  reasonable 
protection  to  investment  in  railroad  property.' 

"During  this  same  period  the  decline  in  the  average  receipts  per 
ton-mile  has  shown  an  accumulative  amount  closely  approximat- 
ing what  has  been  spent  for  capital  expenditure,  $5,769,835,000. 

"Notwithstanding  this  economy  and  efficiency,  rates  have 
never  produced  the  return  on  property  investment  contemplated 
in  the  transportation  act,  viz  5%  per  cent  for  the  railroads  as  a 
whole. 

AVERAGE  RATE  OF  RETURN  HAS  NOT  REACHED  FIGURE  CONTEMPLATED 

BY  ACT 

Rate  of  return  on  property  investment,^  Class  I  steam  roads,  United  States 
supplies  anf  casT  P'"^^®^*^  investment  of  carriers  as  shown  by  their  books,  including  material  and 


Per  cent 

1921 2.  87 

1922 3.  59 

1923 4.33 

1924 4.23 

1925 4.74 

1926- 4.  99 


Per  cent 

1927 4.30 

1928 4.65 

1929 4:84 

8  months  ended  Aug.  31 — 

1929-__ _  5.  48 

1930 3.59 


REASONS    FOR   LOW    RETURNS 

"What  are  the  reasons? 

''Reductions  in  rates,  beginning  with  the  year  1921,  have 
continued  up  to  the  present  moment.  These  reductions  were 
brought  about — 

"First.  By  action  of  the  Interstate  Commerce  Commission. 
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"Second.  Through  reductions  made  voluntarily  by  the  car- 
nera  to  meet  competition,  including  that  of  unregulated  or  sub- 
sidized transportation. 

"Third.  Through  reductions  made  voluntarily  by  the  carriers 
for  the  development  of  industrial  enterprise  and  communities. 

"This  is  the  situation  in  which  the  railroads  of  the  country 
find  themBelves  to-day"  (pp.  157-162). 

ACQUISITIONS  OF  CONTROL  UNDER  PARAGRAPH  2,   SECTION  5, 

1§20  TO  IMiO-TENDENCY  TO  ACQUIRE  WEAK 'ROADS 

Large  Percentage  op  Acquisitions  Not  New 

Of  347  acquisitions  of  control  between  March  1,  1920,  and  October 

31,  1930,  involving  aggregate  mileage  of  56,441.45,  217  were  not  new 
acciiiisitions,  except  certain  acquisitions  of  belt  lines  and  terminals, 
being  leases  of  subsidiaries,  reorganizations,  further  control,   etc. 

(p.  119). 

New  Acquisitions  Classified 

The  new  acquisitions,  therefore,  number  130,  involving  151  roads 
or  systems,  a  complete  list  appearing  in  the  report.    Of  the  151  roads 

included  there  were  (pp.  120-|24) : 

■CluM.  I __  25 

CliiBiS  II -  II "  I  ~  II  ~ "  m  "  II 1 1  ~  63 

Class  II I  and  iinclaesilied  short  lines,- _ ---I-IIIIIIIIIIIII~1 72 

'State  road __ j 
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The  tot.al  mileage  involved  in  these  130  acquisitions  is  24,251.69, 
of  wliich  14,946.08  is  accounted  for  by  10  Class  I  roads,  and  4,240.04 
by  the  remaining  Class  I  roads.  Therefore,  of  the  24,251.09  miles, 
there  were  5,065.57  miles  of  Class  II  and  Class  III  roads  in  the  107 

acquisitions  covering  those  classes,  or  an  average  of  47.34  miles  per 
acquisition  (p.  124). 

.F.BW  Weak  Boads  Listed  b^y  Senator  Cummins  Acquired 

Of  the  46  Class  I  railroads  referred  to  by  Senator  Cummins  as 
weak  in  his  newspaper  articles,  only  8  have  been  acquired;  1  addi- 
tional from  his  list  of  70  roads,  and  6  from  the  roads  earning  from  3 

to  4  per  cent  (pp.  124-125). 

It  should  be  said  that  probal ily  the  greater  number  of  the  Class  II 

and  III  roads  acquired  were  weak,  btit  an  examination  of  the  orders 
of  acquisition  shows  that  most  of  them  w-ei'c  very  short,  many  being 

coal  roads,  etc.,  and  natural  feeders  to  the  acquiring  roads. 

HAVE    ACQUISITIOMS  ACCOMPLISHED  ANTICIPATED  BENEFITS? 

Statistics  of  Roads  Acquired  Since  1920  not  Sufficient  as  Basis 

FOR-  Conclusion 

No  conclusion  can  be  drawn  from  statistics  of  roads  acquired  as 
to  effects  of  consolidation  on  weak  roads,  because  of  individual  con- 
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ditions,  brief  time  of  operation  smce  acquisition,  or  because  since 
acquisition  separate  returns  have  not  been  made. 

Ann  Arbor  shows  increase  of  return  and  decrease  of  expense  ratio 
since  acquisition. 

Atlanta,  Birmingham  &  Atlantic  shows  continued  deficit  and 
continued  excessive  expense  ratio. 

San  Antonio,  Uvalde  &  Gulf  shows  no  particular  change. 

Kansas  City,  Mexico  &  Orient  and  Kansas  City,  Mexico  &  Orient 
of  Texas  show  large  increase  in  earning  power  *^  and  extraordinary 
decrease  in  expense  ratio  after  acquisition,  but  examination  shows 
this  was  due  to  their  being  compelled  to  credit  expense  accounts, 
especially  maintenance,  with  large  amounts,  apparently  previous 
overcharges  to  expense  (p.  125). 

Large  Expense  Eatios  of  Weak  Roads  Indicate  Probable  Lack 

OF  Economy 

All  weak  roads  acquired  have  had  large  ratios  of  expense  to  reve- 
nues, indicating  probable  lack  of  economy  in  management  as  a  factor 
of  low  rate  of  return  (p.  126). 

Class  I  Roads   Not  Classed  by  Senator  Cummins  as  Weak 
Acquired  Since  1920  Show  No  Increase  of  Return 

As  to  roads  acquired,  not  weak,  comparisons  between  1922,  1923, 
1924  and  1927,  1928,  1929  can  only  be  made  as  to  four,  as  foUows 
(p.  127): 


Average  return 
(per  cent) 


^°sou?f  Pacfficf  192?'  ^°^'^®™'  ^^^^^^  ^^  ^^"^  Orleans,  Texas  &  Mexico  (Mis- 


Pere  Marquette,  acquired  by  Chesapeakr&'ohio7i928YaverageVetu7n'3  ye^^^^ 
to  acquisition.  6.12) j^«"ot/i«/i 

«*5^  P''i?^^\  T®*^^  *  Mexico,  acquired  by'Mis'soud  Pacific,' Y9¥4" "I" 

Gulf  &  Ship  Island,  acquired  by  lUinois  Central,  1925 IIIIII 


1922-1924 


4.41 

5.02 

6.79 
4.78 


»  Deficit, 


1927-1029 


0) 


3.90 

8.oe 

3.55 


Increased  Rate  of  Return  Missouri  Pacific  System  since 

Acquisitions 

There  is  attached  to  the  report  a  tabulation  of  earnings  of  the 
Missouri  Pacific  system,  the  only  one  largely  built  up  since  1920.  A 
comparison  of  the  periods  1922-1924  and  1927-1929  shows  the 
following  average  returns: 


Average  return 
per  cent 


New  Orleans,  Texas  &  Mexico  system 

Texas  &  Pacific  system '" 

Missouri  Pacific  R.  R.  Co IZIZ 

Entire  Missouri  Pacific  system " 


3.97 
6.01 
4. 13 
4.27 


H 


!• 
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Tlie  Missoiiri  Pacific  has  thus  built  up  itself  and  the  system  by  the 
acquisition  of  lines  stronger  than  itself,  although  a  decrease  is  show  in 

the  New  Orleans,  Texas  &  Mexico,  the  strongest  system,  acquired  by 
it.  This  decrease,  however,  is  probably  due  to  some  extent  to  increased 
•competition,  by  the  Southern  Pacific  by  extension  of  lines  (pp.  127- 

128,  and  tables). 

Refekexce  to  Previous  Statistics  Showing  Geeater  Progress 

BT  Independent  Roads 

In  the  consideration  of  the  effects  of  consolidation,  there  should  be 

kept  in,  mind  the  statistics  heretofore  given  as  to  _  comparative  i,m- 
provement  of  independent  and  subsidiary  lines  listed  by  Senator 

Cum:mi,n,a  as  weak  (pp.  114,  116,  report;  p.  16,  supra). 

Little  'Fall  in  Ratio  General  Expense  to  Revenues  After 

Revenues  Reach  $50,000,000 

„As  to  econ,omies  in  gen:er,al  expenses,  Doctor  Lorenz,  of  the  inter- 
state Commerce  Commission,  has 'prepared  a  table  and  chart,  attached 
to  the  report,  comparing  general  expenses  of  the  larger  Class  I  car- 
riers with'revenues,'for  the  year  192'9.  This  table  and  chart  show  that 
there  is  not  much  fall  ,i,n  the  ratio  of  general  expense  to  operating 
revenues  after  the  revenues  pass  about  $50,000,000  annually,  and 
this  holds  good  up  to  $600,000,000  or  $700,000,000  (p.  133). 

Bo  Large  Systems  Earn  Greater  Return  or  Operate  More 

Efficiently  B^ecause  of  Size? 

A  statement  of  the  foniparative  earnings  of  larger  and  smaller 
,.8ys terns  in,  eastern  territ-ory,  and,  of  the  ratio  of  expense  to  revenues 
shows  tliat  the  large i'  systems  neither  earn  a  greater  return^,  nor  are 
•they  more  efficient.  Commissioner  Eastman,  in  his  concurring  opin- 
ion'on  the  consohdation  plan,  set  forth,  the  comparative  earnings  of 
these  roads  for  1925,  1926,  and  1927.  ^The  report  shows  these,  the 
ratios  based  on  book  valuation,  (Commissioner  Eastman  having  used 
com,niis8ion  valuations),  and  a  computation  for  1927,  1928,  and  1929, 
based  on  book  value.  The  last,  together  with  a  comparative  state- 
ment of  expei,ise  ratios  follows; 


RMid, 


Pwnsjivimia , , 

■"New  York  Central , -- 

Baltimore  &  Ohio 

Wabash , , , , 

Nickel  Plate , ,., ,- 

,Le,high  Valley 

R.eadiQ,g , 

Delaware,  Lackawan,n,a  &  Western, - 

Western  Maryland — 

Central  of  New  Jersey ,., , .--, 


,M,iIeage 


Per  cent  of  average- 


Ratio, 
Return,       operating 
1927-1929    expenses  to 
revenues 


10, 4«i.  72 
6,911.72 
6,  637. 69 
2.  524. 20 
1, 090.  54 
1, 3(53. 68 
1, 140.  76 

86Z14 
690. 52 


4.94 
4.29 
5.09 

3.96 
4.39 
4.36 
4.24 
5.87 
3.69 
4.77 


74.29 
76.09 
74.03 
74.68 
71.44 
76.29 
77.80 
71.06 
67.86 
73.01 
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It  should  be  noted  that  the  Western  Maryland  and  Wabash  on  the 
basis  of  commission  valuation  would  show  returns  of  about  6  per 
cent  each,  the  Reading  over  6  per  cent  and  the  Nickel  Plate  over  7 
per  cent,  while  there  is  very  Mttle  difference  in  the  returns  of  the 
lareer  roads  between  the  commission  valuation  figures  and  book 
values  (p.  132). 

EFFECTS   OF   SHORT  HAUL  PROVISIONS   IN   CASES   OF   CONSOLI- 
DATION—THROUGH ROUTES 

Open  Gateways  Give  Shippers  Benefit  op  Competition 

One  of  the  greatest  benefits  to  shippers  on  any  road,  and  especially 
on  a  short  road,  is  the  right  to  ship  over  a  number  of  routes  and  thus 
receive  the  benefit  of  the  competition  in  service  of  the  connecting 
earners.  Railroads,  however,  are  entitled  to  the  long  haul—that  is, 
to  carry  a  shipment  over  their  owti  lines  as  far  as  they  can,  unless 
the  route  is  unreasonably  long. 

■Question   as   to   Present   Right   of   Commission   to    Require 

Maintenance  Through  Routes 

Commissioner  Eastman,  at  the  hearings  on  S.  1870,  called  attention 
to  th^  possible  comphcations  that  might  arise  in  cases  of  consohda- 
tion because  of  this  long-haul  right.  He  questioned  somewhat  the 
legal  riglit  of  the  commission  to  require  as  a  condition  of  consohda- 
tion that  through  routes  be  kept  open,  and  suggested  consideration 
as  t'O  whether  or  not  the  long-haul  provision  should  be  continued 
(pp.  135-136). 

Consolidations  May  Result  in  Circuitous  Hauling  of  Traffic 

AND  Closing  of  Direct  Routes 

Chairman  McManamy,  in  his  concurring  opinion  on  the  consohda- 
tion plan  suggests  that  in  view  of  the  decision  of  the  Supreme  Court 
(2/8  U.  S.  269)  some  consolidations  proposed  in  the  plan  will  result 
in  the  circuitous  hauling  of  traffic  to  an  extent  that  will  probably 
offset  all  benefits.  In  his  testimony  on  Senate  Joint  Resolution  No. 
161  he  stated  that  under  the  decision  cited  the  carriers  may  close 
direct  routes  and  open  indirect  routes  to  protect  themselves.  That 
after  the  acquisition  of  the  Kansas  City,  Mexico  &  Orient  by  the 
banta  Fe  155  direct  routes  were  closed  to  protect  the  long  haul- 
that  m  one  case  a  route  of  371  miles  is  closed  and  one  of  410  miles 
IS  opened  (pp.  136-137). 

Small  Road  Suffers  From  Closing  of  Routes 

The  president  of  the  Fort  Smith  &  Western  Railroad  Co.  testified 
that  up  to  the  time  the  Santa  Fe  acquired  the  Orient  his  road  received 
approximately  $40,000  of  business  per  annum  from  the  Orient,  which 
disappeared  with  the  acquisition,  and  that  a  similar  result  occurred 
trom  the  acquisition  of  the  Kansas  City,  Oklahoma  &  Gulf  by  the 
Midland  Valley  (p.  137). 
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Advantages  of  Open  Gateways— Pebsbnt  Condition  Reading— 

Effect  op  A€q,ijisition 

Doctor  Kidti,  in  liis  study  of  till©  coEsolidation  problem  in  Pennajl- 

vania  to  wMch  reference  mil  be  made,  discusses  the  long-haul  policy 

.and  its  poissible  effect  in  case  of  the  acqu,isition  of  the  Reading  by  the 
Baltimore  &  Ohio.    He  says; 

"If  a  railroad  maintains  open  gateways  with  all  its  connectmg 
camera,  it  is  obvious  that  they  are  in  a  position  to  compete  for 

traffic  that  is  destmed  to  their  own  territory  or  to  the  territories 

that  they  reach  mdirectly  through  connections.    On  the  other 
hand,  tlic  limitation  of  open  gateways  automatically  restricts 

the  element  of  competition  so  far  as  connecting  Imes  are  con- 
cem,ed  and  forces  traffic  to  move  over  definite  routes."' 
He  calls  attention  to  the  open-gateway  policy  of  the  Reading,  and 
as  an  example  cites  the  fact  that  a  shipper  at  Reading,  Pa.,,  has^an 
option  of  322  routes  through  which  rates  are  quoted  in  consigning 
freight  to  Peoria,  111.  After  discussing  the  long-haul  policy  and  the 
announced  intention  of  the  Baltimore  &  Ohio  to  mamtain  existing 
routes,  as  ■well  as  the  possible  authority  of  the  commission^  to  attach 
such  a  condition  to  its  order  approving  acquisition,  lie  concludes  that 
while  in  case  of  a  me^rger  the  competitive  facilities  would  undoubtedly 
be  retained  for  the  present,  serious  doubts  exist  whether  the  business 
interests  of  the  Baltimore  &  Ohio  would  justify  the  pennanent  mainte- 
ii:ance  of  the  existing  routes  and  channels  of  trade,  and  that  the  ship- 
pers would  be  sacrificing  a  certainty  for  an  uncertainty  if  tlie  merger 
were  effected,  (pp,  138-140). 

COMMIBSIONEB     EaSTMAN^ — CONSOLIDATIONS    WlLL     NoT    TeND     TO" 

■piiO'MOTE  Freedom  or  Tb,af»ic  Movement 

Commissioner  Eastman  in  the  Pere  Marquette  case  said: 

"The  majority  say  that  they  understand  that  existing  routes 
'Will  be  maintained.  *  *  *  but  ther©'  are  ways  of  discomrag- 
:ing  the  movement  of  traffic  over  rou^tes  which  are  not  favored. 
It  '"is  a  mistake  to^  aasume  that  cx^naoidation  ^  or  acquisitions  of 
control  will  tend  U  promote  freedom  of  traffic  movement"  (p. 


EFFECTS  O'F  CONSOLIDATIONS  ON  LABOE 

NO'  Pm,otection  foe  Labob.  in"   Consolidation    Legislation— 
LeadebS'  Claim  Consolidations  Will  Cause  Gbeat  Lossbs^ 

lO'  .Ij'AB'OII 

Testifying  before  this  committee  at  the  hearings  on  S.  J.  Bes.  161, 
Hon.  William  ,N.  Doalc,  then  representing  the  railway  labor  orga:niza- 
tions,  preseuted  a  resolution  of  the  Kuiiway  Labor  Executives VAs^- 
sociation,  which,  after  stating  that  ft)r  more  than  a  year  the  executives 
of  the  railway  labor  organizations  have  been  considering  the  effect  of 
railroad  consolidations,  continues: 

'*They  have  become  convinced  that  neither  existing  law  nor 
any  measures  now  under  consideration  by  Congress  provide  ade- 
C|nmte  protection  for  the  interest,  of  either  the  users  of  transporta- 
tion service,  or  the  employees  who  furnish  that  service.    It, 


has  become  clear  that  consoHdation  legislation  is  being  sought 
largely  to  aid  financiers  and  promoters  to  merge  railroads  and 
bring  about  financial  reorganizations  highly  profitable  to  the 
manipulators  of  railroad  properties,  but  of  doubtful  value  to  the 
public. 

"As  representatives  of  railway  labor,  we  know  that  economical, 
efficient  operation  becomes  more  difficult  as  a  railroad  system 
expands  beyond  the  effective  control  of  a  single  head.  We 
know  that  the  efficiency  of  management  is  distinctly  impaired  as 
the  size  of  a  property  increases  beyond  that  whicfi  can  be  sub- 
jected  to  the  constant  personal  supervision  of  a  single  manage- 
ment. We  also  know  that  practical  managers  do  not  approve  or 
welcome  consolidations  which  mean  the  ultimate  determination  of 
policy  by  persons  remote  geographically  and  remote  in  interest 
from  the  territory  served  by  a  railroad. 

"As  representatives  of  railway  labor  we  have  also  watched  at 
close  hand  the  destructive  effects  upon  the  employees  of  changes 
in  the  transportation  industry,  partly  the  result  of  programs  of 
efficiency  and  economy  and  partly  the  result  of  corporate  policies 
not  productive  of  efFiciency  and  economy, 

"When  divisions  have  been  lengthened,  when  terminals  and 
other  facilities  have  been  moved  and  consolidated,  losses  amount- 
ing to  millions  of  dollars,  losses  of  employment  which  have 
affected  over  200,000  employees,  and  losses  through  part-time 
employment  which  have  affected  almost  aU  railroad  employees, 
have  been  brought  about  and  in  many  cases  the  public  gain  has 
been  questionable. 

"Those  huge  losses  of  railroad  employees  are  only  the  beginning 
of  widespread  pubfic  injury.  Hundreds  of  communities  along 
the  lines  of  consolidating  railroads  suffer  irreparable  damage. 
When  railroad  workers  lose  their  earnings,  their  jobs,  and  their 
homes,  not  only  are  the  merchants  of  their  home  towTis  deprived 
of  their  customers,  but  many  a  community  loses  its  primary 
btsis  of  prosperity  as  a  shipping  and  distributing  center  of  rail- 
road traffic.  There  should  be  some  real  assurance  of  public 
benefit  before  the  wholesale  distintegration  of  prosperous  cities 
and  towns  should  be  encouraged  by  government. 

"It  can  not  be  argued  by  any  well-informed  person  that  con- 
solidations of  railroads  are  necessarily  advantageous  to  the 
pubhc  interest.  Yet  the  powers  which  have  been  conferred  upon 
the  Interstate  Commerce  Commission  and  which  it  is  proposed 
to  confer  in  anv  pending  legislation  fall  far  short  of  providing 
any  assurance  tliat  the  public  interest  will  be  protected  in  future 
c-onsoMdations.  Certainly  no  effort  whatsoever  has  been  made 
up  to  date  to  protect  the  ultimate  inteiBsts  of  the  railway  em- 
ployees in  these  consolidations,  and  yet  the  future  efficiency  of 
steam  transportation  service  and  the  continuity  of  that  service 
must  depend  upon  preserving  the  good  wili  and  efficient  co- 
operation of  1,750,000  employees  who  must  actually  do  the 
work.  These  men  are  entitled  to  have  their  interests  considered 
and  safeguarded"  (pp.  141-144). 

Similar  views  are  quoted  by  Doctor  Kidd  in  his  study  (p.  144). 
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Labge  Pbecentage  of  Economies  of  Consolidation  Comes  out 

O'F  Labor 

Mr.  Daniel  WilUrd,  president  of  the  Baltimore  &  Ohio,  stated  that 

of  economies  to  be  effected  by  consolidation,  one  was  material  and 
labor— particularly  labor;  that  tbeir  figures  show  that  wages  paid  for 
labor  constitute  about  60  per  cent  of  their  total  expense  and  ma- 
terial 40  percent,  and  that  of  material  probably  50  percent  represents 
wages  paid  tO'  labor,  so  that  when  a  raOroad  reduces  its  expenses  by 
a  dollar  it  is  a  safe  thought  that  80  per  cent  of  that  represents  less 
wages  paid  to  somebody  (pp.  145-146). 

'Daniel  Willabd's  Suggestions  as  to  Protection  of  Labor- 
English  System. 

Mr.  Willard  advocated  action  by  Congress  similar  to  that  taken 
by  the  English  Pariiament,  by  which  it^  was  provided  that  men  in  the 
employ  of  '"the  company  should  not  be  displaced  and  not  reduced  m 
rank  or  compensation  and  should  be  m^orked  aroimd  in  such  way  as 

might  be  until  they  could  be  taken  care  of  (p.  146).. 

Statistics  as  to  Effect  Past  Acquisitions  on  Labor  not  of 

Value 

An  examination  of  statistics  as  to  labor  employed  by  roads  acquired 
since  1920  discloses  nothing  of  value.  The  tables  attached  show  no 
great  variance,  but  only  eight  Class  I  roads  had  been  acquired^  a 

suffi.cient  length  of  time  to  furnish  any  basis  for  comparison   (p. 

Employees  of  Ca'Rribbs  Involveb  in  Proposeb  CoNsoLioATioNa 

The  employees  of  the  Reading,  the  Northern  Pacific,  and  the  Great 
Northern  voiced  strenuous  objections  to  the  proposed  consolidations 

.in.volvin.g  the  roads  by  w,hich  they  were  employed,  at  the  hearings  on 

Senate  Jomt  Resolution  No.  lfi.l  (p.  147). 

Mb..  Walker  D.  Hikes  Believes  Economies  too  Gradual  to 

I..NJURE  Employees 

Mr.  Walker  ,D.  liines,  referring  to  the  proposed  Great  Northern. 

Pacific  merger,  stated,  that  the  executives  of  the  roads  involved  had 
testified  that  on  account  of  the  gradual  way  .in  which  economies. 

would  be  efi'ected,  a  reduction  in  force  could  be  obtamed  by  simply 
o.mitting  to  fOl  vacancies  and  that  there  would  be  no  general  or  w.liole- 

sale  discharge  of  employees  (pp.  147-148). 

Eight  of  Com.m.ission  to  Im.pose  Conditions  Protecting 

EM.PLOYEES  .Doubtful 

There  is  grave  doubt  that  the  'Commission  now  has  authori.ty  to- 
.impose  any  conditions  as  to  the  protection  of  labor  in  an  order 

approving  a  oonsoEdation  or  acquisition  (p.  148). 
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opinions  of  students  of  consolidation  not  in  records 

OF   hearings 

Prof.  I.  Leo  Sharfman,  department  of  economics,  University  of 
Michigan.     The  American  Railroad  Problem,  pubhshed  1921. 

VOLUNTARY    SYSTEM    OF    CONSOLIDATION    WILL    NOT    ACCOMPLISH 

PURPOSE 

Professor  Sharfman  advocated  a  policy  of  unification  for  the  same 
reasons  heretofore  set  out  in  the  "pro "  column.  However,  discussing 
voluntary  consolidations  under  regulation  of  the  commission,  such  as 
are  advocated  by  the  railroads  at  the  present  time,  he  made  a  most 
startling  prophesy. 

"This  solution  (voluntary  consolidation)  is  safe;  it  is  nega- 
tively correct.  But  it  can  not  be  reasonably  expected  to  elimi- 
nate the  strong  and  weak  road  problem,  and  it  is  not  likely  to 
result  in  such  a  degree  of  unification  as  would  secure  full  utiliza- 
tion of  railroad  plant  equipment.  Consolidation  would  still" 
remain  voluntary.  The  extent  to  which  unity  of  operation  is 
secured  would  be  dependent  upon  the  initiative  of  the  carriers. 
Too  much  would  still  rest,  therefore,  on  the  motive  of  corporate 
advantage  in  the  arrangement  of  the  new  systems.  In  some 
degree,  without  doubt,  the  stronger  roads  would  voluntarily 
absorb  the  weaker  Hues;  for  a  line  that  is  weak  when  standing 
alone  may  prove  to  be  a  valuable  connection  or  feeder  for  a  larger 
system.  But  in  most  instances,  powerful  companies  would 
naturally  refuse  to  include  in  their  mergers,  Mnes  whose  routes 
are  circuitous,  whose  physical  condition  is  poor,  whose  credit  is 
weak,  and  whose  contribution  to  the  contemplated  system  is  of 
no  strategic  value.  These  voluntary  consolidations  would  be 
directed  primarily  to  the  creation  of  more  profitable  operating 
arrangements;  the  process  of  unification  would  be  neither  suffi- 
ciently complete  nor  sufficiently  systematic,  to  assure  the  desir- 
able improvement  in  the  transportation  service.  *  *  *  We 
Me  forced  to  the  conclusion,  therefore,  that  compulsory  consolida- 
tion is  essential  to  the  orderly  achievement  of  operating  unity" 
(pp.  148-149). 

Professor    Ripley    Believes    Consolidations    Necessary    for 

Salvation  op  Carriers 

Prof.  William  Z.  Ripley,  author  of  the  Ripley  plan,  in  an  article  in 
the  October,  1930,  number  of  Worid's  Work  entitled  "Raikoad  Con- 
^ohdation— What  of  it?"  presents  his  views  of  the  consolidation. 
Toblem  m  the  light  of  present-day  conditions. 

Referring  to  the  competition,  existing  and  potential,  wliich  the 
ailroads  must  face,  such  as  aiiivays,  highways,  waterways,  pipe  lines, 
iid  electnc  power  lines,  with  figures  as  to  the  amount  of  business. 
hich  may  be  taken  from  the  railroads  by  these  competitors,  he  says: 
"It  is  quite  simple  to  demonstrate  the  soundness  and  inevi- 
tability of  consolidation  in  trunk  line  territory  in  order  that  the 
railroads  may  not  only  stand  firmly  upon  their  feet,  but  also, 
that  they  may  be  enabled  to  run"  (p.  150). 
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30  mAIILEOAD  OOHBOIilDATIONS  AUD  UMIFIOATIONS 

■ABTBRN  BOABS   CAN   SHOBTBN   ROUTES   B¥   C0H80LIDATI0NS 

Ho  then  discusses  the  New  York  Central,  the  Baltimore  &  Ohio, 
the  Pennsylvania,  and  the  Erie,  with  reference  to  the  disadvantages 
of  the  rO'Ute  of  each  between  New  York  and  Chicago  and  the  proposed 
Grsat  Northern  Pacific  consolidation.  He  approves  the  proposal  of 
the  Baltimore  &  Ohio  to  straighten  its  route  via  the  Buffalo,  Rochester 
A  Pittsburgh,  Buffalo  &  Susquehanna,  a  connection  to  ^liOiamsport 
and  thence  over  the  leading  and  Central,  of  New  Jersev  to  New  1  oi-k, 
shortening  its  route  over  80  miles  and  saving  900  in  elevation  at  the 
high  point;  also  the  proposed  combination  of  the  Erie  and  Nickel  Hate 
to  eliminate  the  sawtooth  course  of  the  Ene  from  Chicago  to  Buffalo 
md'give  the  Nickel  Plate  an  outlet  to  New  York.  He  suggests 
that  the  New  York  Central  be  given  trackaije  rights  over  the  new 
Baltimore  &  Ohio  in  consideration  of  its  gi,vmg  up  its  50  per  cent 
inte^rest  in  the  Reading,  As  to  the  Great  Northern  Pacific  he  suggests 
that  the  Milwaukee  will  he.  its  competitor. 

Referring  to  the  great  progress  in^  railroad  management  and  proba- 
ble incre:ased  use  of  electrification  he  says:  ^  ,  .  ,     ,    .  -c    .. 

"The  miss,  production  of  transportation,  which  electniication 
attempts,  as  everything  else,  calls  for  volume  and  standardiza- 
tion; and  that  is  exactly  what  consolidation,  if  properly  effected, 
m;ay  bring  abO'Ut.  Thus  one  reaches  the  final  conclusion  that 
this  i'8sue,'far  from,  being  dead,  deserves  to  be  kept  at  the  fore- 
front of  railroad  affairs"  (pp.  150-152). 

Hon.  JoHW  W.  McCabdm,  chairman  of  Indiana  Commission: 

0BBS  NO'  BBNIPITS  FBOM   CONSOLIDATION 


e.  published  in.  the  Indianaplis  Sunday  Star  of  January 
L  John  W.  McCardle,  chairman  of  the  Indiana  Public 


In  an  .article 

19,  1930,  Hon.  ^^w****  ,,•.  -.-.•^■^ -, -^ 

Service  Commission,  presents  his  views  as  to  the  proposed  consolida- 
tion plan  of  the  Interstate  Commerce  Commiwton.  The  following 
is  a  very  brief  abstract  of  Ms  'views. 

1.  During  the  10  years  since  the  paasage  of  the  transportation 
act  the  railroads  have  returned  to  a  normal  condition  and  have  been 
able  to  procure  at  a  reasonable  cost  the  necessary  funds^to  expand, 
md  to-day  we  have  the  most  efficient  transportation  machine  we  have 
ever  had  in  the  hisfcor?  of  the  country. 

2.  The  public  is  interested  in  railroad  operation  from  two^  stand- 
points—acfequ,acjf  of  transportation  and  the  amount  %%'hich  it  pays 
for  railroad  service. 

3.  No  one  will  contend  the  transportation  of  the  country  to-day 
is  not  adequate  and  not  strong  enough  to  grow  with  requu-ements  of 

increased  business.  . ,      i  i     x  ^ 

4.  In  no  case  where  consoMdation  has  been  considered  by  Inter- 
state Commerce  Commission  has  there  been  any  claim  that  lower 

rates  may  be  expected.  ,       ^    .   ,  **i. 

6.  'While  claimed  that  economies  may  be  effected,  anyone  with 
business  experience  knows  as  size  of  business  unit  is  increased,  super- 
vision of  responsible  officers  more  remote  is  weakened,  and  savings 
are  offset  by'  increased  cost  of  business  du,e  to  remote  supervision. 
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6.  Since  there  is  nothing  for  the  public  to  gain  by  consolidation  ex* 
cept  improved  service  or  lower  rates,  and  as  neither  may  be  expected, 
110  reason  from  standpoint  of  public  why  consolidations  should  occur. 

7.  Individual  States,  in  his  opinion,  will  lose  by  consolidation: 
(a)  Diversion  of  business  and  tax  income. 

(ft)  Through  consohdation  of  repair  plants  and  operating  units, 
reduced  pay  rolls. 

(c)  Tli-ough  concentration  of  purchase  of  materials  and  supplies. 

8.  Indiana  has  already  suffered  large  losses  in  pay  rolls  and  con- 
sumption of  materials  as  results  of  consolidations. 

9.  Two  forces  now  urging  consolidation: 

(a)  Important  railroad  systems  that  seek  to  eliminate  strong  com- 
petitors who  seek  control. 

(b)  Short-line  railroads  which  hope  to  dispose  of  properties  to  large 
systems  at  prices  not  justified  bjr  earnings. 

10.  Through  consolidation  shippers  will  lose  advantage  of  manw 
available  routes. 

11.  Bv  doing  away  with  existing  and  available  routes  competition 
will  be  destroyed  for  a  large  volume  of  business  (pp.  152-153). 

Herman  W.  Ordeman,  consulting  engineer: 

NO  CONSOLIDATIONS  EXCEPT   UNDER   CONDITIONS    OP  ANTITRUST   ACTS- 

In  a  publication  entitled  "The  Consolidation  Equation,"  published 
in  1930  by  the  Traffic  PubHshing  Co.,  appears  an  analysis  of  the  rail- 
road consohdation  program  by  Herman  W.  Ordeman,  consulting 
engineer.  Reference  has  already  been  made  to  some  of  the  statistics- 
contained  in  this  analysis.  His  conclusion  is  that  "large  consolida- 
tions of  our  railroads,  except  under  the  conditions  of  the  Snerman 
Antitrust  Act,  should  not  be  consummated  (p.  154). 

NO  BENEFITS  FROM  UNIFICATIONS  OP  FAST  10  YEARS 

He  notes  that  consolidations  have  been  going  on  for  10  years; 
that  many  of  them  have  reduced  competition  and  that  the  public  has 
received  few  if  any  benefits  through  reduction  of  rates  or  in  service, 
and  that  whatever  benefits  have  accrued  would  have  probably  ac- 
crued under  individual  control  and  management.  Further,  that  con- 
sistent effort  on  behalf  of  the  public  can  not  cope  with  the  extensive- 
work  of  transportation  specialists  in  effecting  mergers  and  con- 
solidations.   Following  is  a  biief  abstract  of  his  conclusions: 

1.  Weak  RoAns. — That  no  Government  agency  can  regulate  sup- 
ply and  demand  and  that  loads  become  alternately  strong  and  weak. 
That  it  is  unfair  to  saddle  upon  the  public  uneconomic  conditions  re- 
sulting from  weak  roads  that  should  never  have  been  built.  That 
many  have  become  weak  because  of  exhaustion  of  natural  resources 
they  were  constructed  to  handle.  That  protection  fo/  the  New 
England  roads  was  secured  by  proper  divisions.  Saddling  of  weak 
roads  on  strong  tends  to  make  strong  fines  weak,  and  results  in  a  dole 
system  (p.  154). 

2.  Proposed  Consolidations — Weak  Roads. — If  purposes  andi 
motives  of  those  who  framed  consohdation  provisions  were  to  protect: 
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weak  lines  agtiiust  econoinic:  coiidilioes  (which,  can  ,Eot  be  regulated), 
then  wh}-  slioulil  the  folli)wiiig  acoiiimlioiis  be  peniiitted: 

The  Reading  bv  the  Bal,timore  &  Ohio. 

The  Leiiigh  A'alley  Tiy  the  Wabash.  • 

The  Lackawanna  by  the  Erie. 

The  Northern  Pacific  by  the  Great  Korthem. 

Tli,e  El  Paso  &  'Southwestern  by  the  Sontbem  Paciie. 
"Such  consolidalioEs  will  not  reduce  mortality." 

Protection  of  weak  lines  only  an  excuse  (p.  154). 

3.  Owners  of  Secubities.-- Agencies  of  people  have  no  right  to 
rive  stockholders  of  returns  or  provide  a  situation  that  would 

create  lessening  of  their  rights.  Continuation  of  lines  that  can  not 
support  themselves  or  carry  load  with  larger  line  amounts  to  destruc- 
tion" of  stronger  system  {p.  156).  . 

4.  Antitrust  Act. — The  Sherman  Antitrust  Act  does  not  restrict 
legitimate  transportation  lines  not  in  competition  with  one  another 
fToni  consolidatino:  or  merging  their  interests,  but  does  not  allow 
mergers  to  the  detriment  of  the  public  (p.  156). 

5.  Proposed  Lexjislatiox  Ijegislation  now  before  Congress  wmild 
permit  a  hcensed  monopolistic  system  of  transportation  (p.  156). 

Beclaratiox  of  Policy,  Association  of  'Railway  Executives 

CA'RRIEim    ASK    RELIEF 

A  report  of  a  coinm:ittee  of  the  Association  of  Railway  Executives, 
adopted  at  a  meeting  of  that  body  held  November  20,  1930,  is  made  a 
■part  of  the  study  and  report.  The  statements  therein  contained  as  to 
the  condition  of  the  railroads  has  been  set  out  under  a  previous  head. 
This  declaration  makes  no  statements  with  reference  to  consolidation, 
but  after  a   statement  of  the  claimed  condition  of  tlie  railroads 

recommends:  . 

' '  First .  .V  respite  from  rate  reductions  and  suspensions  by  regu- 
lating bodies,  both  intra  and  .inter  state,  and  from  action  that 
will  increase  the  expenses  of  the  carriers.  ,    -.r  .-       i 

*■*  Second .  A  respite  from  legislative  efforts  of  either  the  National 
i:>r  the  State  legislatures  that  would  adversely  affect  rates  or  in- 
increase  tlie  cxi)ense8  of  the  carriers.  .  .        i.  *u 

•'Third.  A  %"ithdrawal  of  governmental  competition  both 
throiigh  direct  operation  ^of  transportation  facilities,  as  well  as 
indii'ecily  througii  subsidies.  . 

''Fourth.  A  fairly  comparable  system  of  regulation^for  com- 
peting transportation  service  by  water  and  on  the  highways, 
mvolvim?  affirmative  legislative  action  as.  follows :  (Hero  follows 
a  statement  of  legislation  requested  as  to  water,  commercial- 
highway,  and  pipe-line  transportation)  (p.  157  et  seq.). 

Dx.  Howard  C.  Kidd:  Report  to  Pennsylvania  Public  Service 

Commission 

Dr.  Howiird  C.  Kidd,  professor  of  commerce  and  'transportation 
at  the  Univei-sit^v  of  Pitt8bu,rgh,  a  leading  economist  and  aiithor,  who 

spent  the  year  1928  in  Girat.  Biitain  making  a  study  of  the  Britisli 

consolidation  plan,  wiis  selected  bv  the  Public  Service  Commission  of 


Fennsylvania  to  make  an  investigation  of  consolidation  proposals  as 
they  affect  that  State.  This  study  and  his  report  have  been  very 
recently  completed.  Doctor  Kidd's  findings  as  to  the  condition  of 
railroads,  effects  of  consolidation  on  through  routes,  and  the  effects 
upon  labor  have  already  been  summarized. 

He  made  a  particular  study  of  the  proposed  acquisition  of  the 
Reading  by  the  Baltimore  &  Ohio,  and  while  that  portion  of  his 
report  is  confined  to  the  two  roads  in  question  and  to  the  effect  of 
the  consolidation  upon  the  State  of  Pennsylvania,  his  findings  would 
apply  to  many  proposed  unifications  throughout  the  country.  He 
also  discusses  the  proposed   allocation  of  all  other  principal  lines 

)     operating  in  Pennsylvania,  but  no  reference  will  be  made  to  these 
except  under  the  head  "Present  Proposed  Consolidations." 
His  report  has  been  abstracted  very  briefly  in  the  report  and  this 
summary  can  give  only  a  sketch. 

complete   plan   of   COMMISSION  AN   ANOMALY 

Discussing  the  complete  plan  of  the  commission  he  says: 

"The  complete  plan  thus  presents  an  amazing  anomaly.  It 
was  created  by  a  commission  which  has  little  faith  in  it  as  a 
pattern  for  railroad  grouping,  and  it  must  be  considered  as  a 
factor  in  consolidation  by  this  same  commission"  (p.  163). 

TESTS    OP   CONSOLIDATIONS   TO    DETERMINE    WHETHER    IN   PUBLIC 

interest 

In  analyzing  the  proposed  Reading-Baltimore  &  Ohio  consolida- 
tion he  sets  up  four  fundamental  tests  of  public  interest,  which  might 
well  be  applied  to  all  consolidations : 

"1-  Will  service  to  the  shippers  and  to  the  public  be  im- 
proved? 

"2.  Will  the  financial  position  of  the  railroads  be  strengthened? 
"3.  Will  the  future  economic  development  of  the  State  be 
promoted? 

"4.  Will  costs  of  transportation  be  lowered?"  (p.  165). 
He  discusses  some  elements  entering  into  consolidations  not  often 
emphasized : 

^  1.  The  Human  Element. -Large  part  played  in  service  by  indi^ 
vidual  contact  between  shippers  and  railway  officers  and  employees 
and  advantages  of  dealing  direct  with  officers  having  authority  to 
make  decisions.  These  human  relationships  should  not  be  disturbed 
unless  there  are  compensating  gains  unquestionably  assured 
(p.  165). 

2.  A  Small  Railroad. — Quoting  from  Sir  Henry  Thornton, 
president  of  the  Canadian  National : 

"A  large  railroad  is  so  impersonal  that  it  is  hke  a  gigantic 
machine  'with  no  body  to  kick  and  no  soul  to  damn'"  (p.  166). 
Admitting  that  a  small  railroad  is  not  necessarily  successful  and  a 
large  one  unsuccessful  in  developing  with  its  clients  the  contacts 
essential  to  transportation  service;  he  says: 

"We  can  not  contemplate  the  modern  trend  in  business 
developments — branch  banking,  chain  stores,  and  trusts — with- 
out admitting  that  railroad  consolidation  is  a  phase  of  the  same 
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movement.    At  the  same  time  we  are  aware  that  centralization 
of  control  has  its  price.    That  the  price  is  too  high  is  the  opinion 

of  many  who  are  in  accord  with  the  views  of  Commissioner 
Eaatmaii  and  Sir  Henry  Thornton"  (p.  166). 

UNCEBTAINTY    AS    TO   EFFECTS    OF    CONSOLIDATION    ON    FINANCES   OF 

STRONG  BOADS 

After  discussing  the  present  financial  situation  of  the  Baltimore 
&  OMo  and  of  the  Reading,  he  says:^ 

"Although  the  present  financial  position  of  both  the  Reading 
and  the  Baltimore  &  Ohio  is  sound,  the  w^holesale  consolidation 
of  railroads  would  introduce  new^  elements  of  uncertainty  which 
m;ust  be  considered. 

''Railroad  eamines  are  based  primarily  on  tw^o  factors:  The 
volume  of  traffic  and  skill  of  management.  The  fi,rst  determines 
income';  the  second  affects  costs.  '_Wlio  knows  in  what  w^ay  the 
regrouping  proposed  'by  t'he  commission  might  alter  the  flow  of 
traffic?  Who  can  tell  with  what  success,  the  new  scheme  of  man- 
agement would  function? 

"The  proposal  to  regroup  the  raikoads  into  comparatively 
few  systems.  m.eans  combining  weak  with  stro'ng  lines,  redrafting 
financial  plans,  shifting  the  balance  of  competition,  altering  rate 
divisions,  changing  the  executive  personnel,  and  scrambling 
both  the  property''  and  the  earning  powder  of  carriers.  At^  a 
time  when  the  competition  of  water  carriers,  motors,  and  air- 
planes is  becoming  more  decisive  j  when  the  rate  structure  is^ being 
revamped  in  terms  of  a  mileage  basis,;  and  when  the  possibility 
of  unified  terminals  creates  new  problems  of  traffic  distribution — 
the  scheme  of  consolidation  adds  its  share  to  the  confusion. 
Consolidation  probably  would  not  affect  the  total  earnings  of 
the  railroads  of  America,  but  no  one  can  say  what  the  result 
might  be  on  specific  carriers. 

"Not  only  would  the  carriers  du-ectly  involved  in  a  particular 
consolidation  have  new  traffic  and  financial  problems  to  face, 
but  connecting  lines  as  well  would  be  concemed"  (p.  166). 

ESTIMATES  .  OF   ECONOMIES  MEHE   OPINIONS 

DiscussiBg  opposing  views  of  economies  which  may  or  may  not 
result  from  consolidations,  he  remarks  that  at  best  the  estimates  of 

economies  are  merely  opinions  as  to  what  may  'happen.  He  notes  that 
in  Great  Britain,  W'fiere  he  believes  that  in  the  long  run  the  consolida- 
tion will  produce  substantial  economies  there  is  the  same  difference; 
on  the  one  hand  the  claim  being  made  that  many  advantages  have 
'been  produced,  and  on  t-he  other  the  statement  of  Lord  Monks  well: 

"'The  claim  wliich  was  made  that  amalgamation  would  pro- 
duce large  economies  *  *  *  is  one  more  illustration  of  the 
contempt  for  the  intelligence  of  the  pubUc  which  is  characteristic 
of  the  railway  Merarchy'*  (pp.  167-169). 

OFFSETS  TO   GROSS   ECONOMIES 

He  balances  against  possible  gji^ss  wonomi'Cs,  powibility  of  citcuit- 
ous  routing  due  to  lo.ng'  haul,  increased  capital,  expenditures,  and 
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possibility  of  financial  structures  top-heavy  w^th  funded  debts. 
He  doubts  the  possibility  of  much  saving  in  the  purchase  of  equip- 
ment; states  that  the  largest  economies  by  way  of  standardization 
have  already  been  achieved  through  the  American  Railway  Associa- 
tion, and  that  there  is  a  limit  to  economies  in  administrative  expenses 
(pp.  167-169). 

SEES  LITTLE  HOPE  OF  RATE  REDUCTION  FROM  CONSOLIDATIONS 

He  states  that  the  theory  that  rates  may  be  reduced  has  few 
advocates  and  quotes  the  following  from  a  statement  of  Prof.  Win- 
throp  M.  Darnels  of  Yale,  appearing  in  the  proceedings  of  the 
Academy  of  Political  Science,  June,  1929  (p.  110): 

"There  are  some  things  in  the  act  of  1920  about  which  I  wish 
to  say  a  word  or  two  in  the  way  of  adverse  criticism.  I  think  it 
is  true  that  the  passage  of  the  act  of  1920  with  its  permission  of 
railroads  to  consolidate  under  certain  circumstances  was  based  in 
part  upon  the  Utopian  idea  that  drastic  reduction  of  operating 
expenses  could  readily  be  translated  into  substantial  reductions 
in  the  general  level  of  rates.  There  never  was  any  solid,  quan- 
titative reasoning  upon  which  the  expectation  was  basedf.  A 
wholly  superficial  assimilation  of  railroad  transportation  to  in- 
dustnes  where  mass  production  and  minutely  specialized  fabri- 
cation have  yielded  astounding  reductions  in  unit  costs  seems  to 
have  prompted  this  ill-starred  illusion.  Moreover,  experience 
since  the  ivar  seems  to  have  established  two  facts:  First,  that  the 
notable  economies  in  railroad  transportation  have  been  realized 
in  the  main  through  methods  that  are  not  remotely  connected 
with  company  consolidation;  and  second,  that  the  gains,  actual 
or  claimed,  for  consolidation  in  the  immediate  curtailment  of 
aggregate  expenses  are  so  modest  in  measure  as  to  negative  the 
idea  that  they  can  be  the  speedy  harbingers  of  rate  reductions. 
This  is  not  to  say  that  these  economies  should  not  be  promoted 
and  encouraged  through  consolidation.  But  we  should  cease  to 
entertain  unfounded  anticipations  on  this  score"  (pp.  169- 
170). 

CONCLUDES  CHIEF  MOTIVE  OF  ADVOCATES  OF  CONSOLIDATION  NOT 

ECONOMIES  BUT  CONTROL  OF  TRAFFIC 

Going  from  financial  to  practical  economics,  he  summarizes  the 
views  of  such  men  as  Mr.  Daniel  Willard,  which  have  been  set  out  in 
the  report  here  summaiized,  and  reaches  this  conclusion: 

"From  opinions  gathered  from  all  sources  we  are  oonvinc^ 
that  the  chief  motive  of  those  who  advocate  consoMdations  is 
not  the  economies  that  may  be  expected  but  the  control  of 
traffic  that  may  result"  (p.  170). 

PROPOSED  CONSOLIDATIONS 

No  Unanimity  op  Opinion 

The  consohdations  proposed  by  the  plan  of  the  commission  (159 
I.  C.  C.  522)  are  discussed  brieiy  in  the  report,  not  by  way  of  attempt- 
ing to  analyze  the  systems  proposed,  but  to  demonstrate  by  setting 
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out  some  of  the  pmcipal  differences  of  opinion,  the  ioipraotic ability 

ol  attempting  to  group  tlie  carriers  of  the  country  into  any  set  of 

systems  upon  which  there:  will  be  any  degree  of  agreement.    Only 

a  few  of  the  siibjects  of  disagreement  wiH  be  set  out  here,  reference 

being  made  to  the  report  for  more  detailed  discussion. '"   (Class  I 
loads  m  Systems,  pp.,  171-175.) 

N'EW  Emolan"d 

In  New  England  for  instance  the  conmiission  adopts  a  two-system 
grouping;  Commissioner  Porter  favors  a  single  system  and  objects  to 
the  allocation  of  the  Delaware  &  Hudson  to  the  New  England  groups- 
Commissioner  Eastman  does  not  favor  the  assignment  of  the  Rutland 
to  the  New  York  Central;  Professor  Ripley  had  two  different  theories 
(pp.  17  5-1 76). 

Emtchn    Tereitort^Five    System,    Plax;    Readixg;    Norfolk 

&  W,estern:  ^iRGrwiAN;  Lehigh  Valley;  Erie;  Chesapeake  & 
Ohio;  Nickel  Plate;  ,La.ckawanna;  New  Foitr-System  Flan 

In  eastern  territory  there  is  no  end  of  disagreement^  The  com- 
mission ;pkn  provides  for  five  systems  and  Commissioner'"  Porter 
advocating  tour,,  says: 

''Any  unbiased  m,ind  must  be  impressed  with  the  absolute 
futihtv  of  the  allocation  as  proposed  bv  the  majority." 

,Me  would  make  systems  co,mparable  iirstreiigth  and  size  to  the 
Wew  lork  Central  and  Pennsylvania,  while  Com.mi,ssioner  E.astman 
sm,ii,g  no  reason  for  building  up  such  large  systems,,  suggests  seven  in 
addition  to  the  two  large  o,n«.. 

The  com,m,issioii  plan  and  Commissioner  Porter  would  assign  the 
M^eading  to  the  Baltimore  &  Ohio  system..  Commissioner  Eastm,an 
would  have  a  separate  Reading  system.  Doctor  Kidd  at  the  con- 
elusion  of  his  analysis  recommends  opposing  the  Readin,g-Baltimore 
&  Uhio  consolidation. 

The  Pennsylvania  now  controls  the  Norfolk  &  Western,  and  has  for 
newly  30  years.  The  conmiission  plan  places  it  in  the  Wabash- 
heaboard  system.  Com,missioner  Eastman  would  require  its  separa- 
tion from,  the  Pennsylvania.  Co,minissioner  ,Portcr  would  leave  it 
with  the  Pennsylvania.  ,Profe8sor  Ripley  recommended  its  consoli- 
dation  with  the  Virginian,  but  in  1926  the  commission  denied  its 
apphcafcion  to  lease  the  Virginian  on  the  ground  that  the  roads 
*T  i«HT  competitive  and  the  Virginian  ,more  properly  fitted  in 
witu  the  Baltimore  &  Ohio.  However,  under  the  commission  plan 
the  \  ffginian  is  a8sign,ed  to  the  New  York  Central. 

And  so  the  differences  continue,  as  to  the  'Lehigh  Valley,  the  Erie, 
the  Chesapeake  ife  Ohio,  the  Nickel  Plate  and  the  Lackawanna 
IP'P*  176^,178)., 

New  Focb-Sy:St,e,m  Plak 

Since  the  preparation  of  the  ,foregoing  it  h.a8  been  announced  that 
the  executives  of  the  ,four  leadi„,iig  ,rail,road  systems  operating  in  eastern 
tontory  have  agreed  upon  a  consoMdation  program  calling  for  the 

fomation  of  four  eastern  railroad  systems  with  assignments  of  th© 

pn,ncipal  Class  I  roads  as  ,fo,lIows : 
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To  the  New  York  Central — the  Delaware,  Lackawanna  &  West- 
ern Railroad,  and  a  direct  connection  with  the  Virginian  Railway 
at  Deepwater,  including  joint  rates  and  routes  over  that  railway. 

To  the  Pennsvlvania — the  Wabash,  the  Detroit,  Toledo  &  Iron- 
ton,  and  the  Norfolk  &  Western. 

To  the  Baltimore  &  Ohio — the  Ann  Arbor  Railroad,  the  Reading,  the 
Central  Railroad  of  New  Jersey,  the  Western  Maryland,  Buffalo, 
Rochester  &  Pittsburgh,  the  Buffalo  &  Susquehanna;  the  Lehigh  & 
Hudson  River,  and  the  Chicago  &  xllton. 

To  the  Chesapeake  &  Ohio,  Nickel  Plate  System  and  the  Hocking 
Valley,  will  be  added  the  Erie  Railroad,  the  Bessemer  &  Lake  Erie, 
the  Pere  Marquette,  the  Wheeling  &  Lake  Erie,  the  Chicago  & 
Eastern  Illinois  and  the  Lehigh  Valley,  with  certain  rights  to  the 
Pennsylvania  on  the  Lehigh  Valley. 

The  Grand  Trunk  western  lines  are  to  continue  with  the  Canadian 
National  Railwa\^s. 

A  study  of  this  proposed  program  has  not  been  completed.  How- 
ever the  Situation  has  become  still  more  complicated  (pp.  178^ 

StTGGBSTED   PLAN  DIFFERS   FROM   COMMISSION    PLAX   AXD   RIPLEY   PLAN 

In  the  report  are  noted  differences  between  the  complete  plan  of 
the  commission  and  the  so-called  four-system  plan  and  inconsistencies 
between  the  approval  of  the  proposed  plan  by  Professor  Ripley  and 
his  statements  in  his  report  to  the  Interstate  Commerce  Commission 
(p.  180), 

COMMISSION  HAS  ORDERED  PART  OF  ROADS  PROPOSED  TO   BE  MERGED 

SEPARATED  BBCAIISE  OF  VIOLATION  OF  CLAYTON  ACT 

As  to  the  Wabash,  assigned  to  the  Pennsylvania,  on  December  2, 
1930,  the  Interstate  Commerce  Commission  made  an  order  requiring 
the  Pennsylvania  Raikoad  Co.  and  the  Pennsylvania  Co.  to  divest 
themselves  of  all  capital  stock  of  the  Wabash  Railway  Co.  (and 
Lehigh  Valley)  upon  the  ground  that  there  is  substantial  competition 
between  the  Pennsylvania  Railroad  and  the  Wabash  and  that  the 
effect  of  the  acquisition  by  the  Pennsylvania  Co.,  a  subsidiary  of  the 
Pennsylvania  Railroad  Co.,  of  the  8t«)ck  of  the  Wabash  may  be  to 
substantially  lessen  competition  and  is  in  violation  of  the  Clayton 
Act.     (Commissioner  Aitchison  dissenting.) 

As  to  the  Wheeling  &  Lake  Erie,  which  under  the  proposed  plan  is 
to  be  assigned  to  the  Chesapeake  &  Ohio-Nickle  Plate  system,  the 
conmiission,  on  March  11,  1929  (152  I.  C.  C.  721),  ordered  the  Balti- 
more &  Ohio  Railroad,  the  New  York  Central,  and  the  Nickel  Plate 
to  divest  themselves  of  stock  which  they  had  acquired  in  this  road 
upon  the  same  grounds.     (Commissioners  Woodlock,  Brainerd,  and 

^TttlTw^Lra  Maryland,  assigned  to  the  Baltimore  &  Ohio, 
the  commission,  on  January  13,  1930  (160  I.  C.  C.  785),  ordered  the 
Baltimore  &  Ohio  to  divest  itself  of  the  stock  acquired  by  it  in  the 
Western  Maryland  for  the  same  reasons.  (Commissioners  Farrell, 
Woodlock,  and  Brainerd  dissenting;  Commissioner  Porter  not  par- 
ticipating) (p.  183). 
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COMMISSION    HAD    DENIED    CBiaAPlAKB   4   OHIO-NICKBL   PLATl-BRIB 

.■K.  fi  It  C}'.E  wL 

As  to'  the  ,Biie,^»iisigiied  to  the  Chesapeake  &  Ohio-Nickel  Plate 
fiystem,  the  conimissioE  on  May  8.  1928  (138  I.  C.  C.  517)  denied  the 
mpphcatioE  of  the  Chesapeake  A  Ohio  to  acquire  control  of  the  Erie' 
on  the  ground  that  such  acquisition  would  not  be  in  the  public  in- 
terest. By  this  decision  authority  was  given  to  acquire  control  of 
the  fere  Marquette.  (Conimisaioner  Porter  dissenting  from  denial 
of  acquisition  of  Erie;  Commissiooere  Campbell  and  Eastman  dis- 
senting from  order  allowing  acquisition  of  Pere  Marquette;  Com- 
missioner >\oodlo€.k  not  voting  on  Erie  and  Pere  Marquette  acqui- 
•ffltions.)  ^ 

On  M;areh  2  1926,  the  commission  had  denied  an  appMcation  of 
the  New  York,  Chicago  &  St.  Louis  Railway  Co.,  a  new  corporation, 
to  acquire  control  of  the  Chesapeake  &  Ohio,  Hocking  Valley,  Erie 
Pere  Marquette,  and  Nickel  Plate  on  the  grounds  that  the  considera' 
tion,  terms,  and  conditions  of  the  proposed  acquisition  of  control 
-were^not  just  and  reasonable.  However,  control  had  been  secured  of 
mO  the  roads  mentioned  through  various  Van  Sweringen  companies  at 
the  time  of  tlie  last  decision  (p.  183). 

HOLMMO  COMPANY  OPB1ATION8 

Mmt  out  in  the  report  of  the  commission  in  138  I.  C.  C.  517,  after 
'th,e  denial  in  1926^  of  the  appMcation  for  unification  of  the  Chesapeake 

.*  Ohio,  Hocking  Valley,  Ene,,  Pere  Marquette,  and  Nickel  PIat43,  the 
■^|Chesapeake  Corporation,  organized  in  May,  1927,  'with  O.  P.  Van 
•iwermgen  as  president,  acquired  a  majority  of  the  common  stock  of 
the  CheM,pea:.ke  &  Ohio  which  had  oripnally  been  purchased  by  the 
Mickel  Plate,  its  subsidiarj*,  the  Special  Investment  Corporation,  and 
lie  Yaness  Co.  The  Chesapeake  Corporation  issued  its  capital  stock 
mtably  to  the  common  sliareholdew  of  the  Nickel  Pliate  and  of  the 
C;«neral  Sectinties  Corporation  wMch  rep»Bented  the  Vaness  Co. 
llie  \ane8s  Co.,  holding  a  majority  of  the  Nickel  Plate^  voting  stock. 
-and  a  majority  of  its  stock  beii'ig  owned  by  O.  P.  and  M.  J  Van 
Sw«nngen,  they  controlled  the  Cineiipfiiike  &  Ohio  bv  their  interest 
in  the  stock  of  ^  the  Chesapeake  Corporation.  The  majority  of  the 
•stock  of  the  Erie  had  been  acquired  by  the  Virginia  Transporation 
Corporation,  another  Van  Sweringen  company,  and  the  Vaness  Co,, 
«n,d  40.5  percent  of  the  Pere  Marquette  stock  was  held  by  the  Virginia 
Transportation  Co.,  the  Vaness  Co.  and  llie  Nickel  Plate  (p.  183). 

Under  the  propowd  plan,  certwn  Ciass^  I  roads  are  to  be  iointlv 

icontrolled,  "^ 

CLASS  II  AND  CLASS  III  BOADS 

No  m:nouiieement  'was  made  as  to  proposed  distribution  or  acqui- 
•sitoon  of  Class  II  and  Class  III  roads. 

There  are  in  eastern  territoiy  66  Class  II  and  III  roads,  10  miles 
or  more  in  length,  wkch  are  not  now  subsidiaries  of  other  systems. 

A  hst  of  these  roads  with  the  mileage  of  each,  average  net  railway 
operatmg  income  for  the  years.  1927-1929  and  a  record  of  dividenils 
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declared  in  the  same  years  is  included  m  the  report.    For  the  years 
1927-1929  these  roads  are  classified  as  to  rate  of  return  as  follows: 


Rate  of  roturn 


Ov«r  4  per  cent 

3  per  cent  to  4  per  cent.... 

2  i»er  cent  to  3  per  cent-... 


Nuinber 
ofroeds 


18 
0 

7 


Mileafe 


Rateotrettim 


461.  »8 
SH)0.93 


1  per  cent  to  2  per  cent. 
Under  1  per  cent 

Deficits 


Number 
of roads 


6 

8 

18 


Mileage 


218.56 
■  458.22 
» 473. 25 


1  jt  iVkiiiCliii  !!2'70  SH 

• »  roads  under' 20  miles  in  length  aad  only  I  over  50  milea. 

Of  these  66  roads,  14  paid  dividends  for  the  3  years  1927-1929,  5 
for  2  out  of  the  3  years,  and  4  for  1  out  of  the  3  years  (pp.  183-184). 

PROSPEROUS    CLASS    I   ROADS    INCLUDED    IN    PROPOSED    MERGERS 

The  Reading  has,  since  1913,  paid  a  4  per  cent  dividend  on  its 
$50  par  value  first  preferred  stock,  4  per  cent  on  its  $50  par  value 
second  preferred  stock,  and  8  per  cent  on  its  $50  par  value  common 
stock.  The  Central  of  New  Jersey  paid  dividends  of  12  per  cent  for 
six  years  ending  December  31,  1929.  The  Lehigh  Valley  has,  smce 
1904,  paid  10  per  cent  on  its  preferred  stock  and  an  average  of  8 
per  cent  on  its  common  stock  and  has  set  up  a  surplus  in  excess  of 
the  par  value  of  its  common  stock.  The  Lackawanna  has,  since  1921 , 
declared  dividends  of  not  less  than  12  per  cent  and  set  asid«  a  sub- 
stantial amount  as  surplus.  These  roads  can,  therefore,  all  be  classed 
as  prosperous  roads  (p.  184). 

Southern  Territory 
In  southern  territory  there  is  not  so  much  contention  (p.  191). 

Western    Territory — Great    Northern;    Northern    Pacific; 

Burlington;  Western  Pacific 

In  western  territory  the  proposed  Great  Northern  Pacific  merger 
overshadows  all  others.  The  application  of  the  new  company  to 
acquire  the  two  northern  roads  was  bitterly  contested.  The  commis- 
sion finally  granted  the  application  upon  certain  conditions,  one  of 
which  was  the  divorce  of  the  two  roads  from  the  Burlington,  their 
Chicago  connection  and  great  feeder.  On  the  petition  of  the  utilities 
conmnssions  of  10  States  and  of  other  bodies,  the  matter  was  on  Oc- 
tober 13,  1930,  reopened  for  further  heaiing.  Strong  dissenting  opin- 
ions were  handed  down  with  the  original  order.  By  the  separation 
of  the  Burlington  from  the  northern  roads,  the  entire  western  situa- 
tion was  complicated.  There  is  disagreement  as  to  the  proper  alloca- 
tion of  the  Western  Pacific  and  Denver  &  Rio  Grande,  the  Missouri- 
Kansas-Texas  and  the  Kansas  City  Southern  (pp.  191-192), 

On  January  9,  1931,  it  was  announced  by  the  officials  of  the  Great 
Northern  and  Northern  Pacific  roads  that  the  project  to  merge  those 
roads  had  been  abandoned. 
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The  shorl  lines  are  not  discussed.    Whether  thev  havo  Kaati  nU.«.i 
^^^thBj  mshto  go,  whether  they  are  w«ted  b^tK^ 

parents,  or  whether  anyone  will  take  them  is  not  known 

^Ew  Applications  foe  Appbwal  of  Consolidations  Accoedino 

TO  Plan 

ia?n  ^^  applications  for  acquisition  of  control  pending  Noveml.pr  i 
1930  nearty  a  year  after  the  pubUcation  of  the  plan?  aZrefjSa™ 
to  be  constructed,  2  involved  the  Great  Nnrf^Arn  pl!fi  1  "u'eage 
1  was  for  the  leas;,  by  the  Mi 'fouri  pSc  oS  i^^^^ 
1  was  the  appUcation  of  the  Southern  prrifir  f«r  J^i  J  if  '  ^H 
stock  of  ibe  St.  Louis  Southwestern  wWchw^sJsLned  Ct^  f 
mission  plan  to  the  Illinois  Central  s^^C  J,?,  ^^it)!^  '^'  '"'"■ 

HOLDING   COMPAXIKS 

thejt"o7l™y^fan.t1r,^'3  ••/*•'  Ir  r'»^'»g  *«  consolidations  is 
miL^  *  -  ^1  .  .JP^  authority  m  the  Interstate  Commerce  Com 
]^^IV^  "^''"''  "n.'fi'-afions  of  carrier  accompiahed  through  sto?W 
omiership  or  control  by  so^alled  holding  compRntr  AtfenS 
has  been  called  to  this  by  the  commission  for  several  ve««  fn^  ,  ^u 
the  acnteness  of  the  Bitll»t;/^«  ■„„•.-.!,"  11.  seveiai  years  and,  with 
j»ttAn««rVj>  tk  '"•^/'."""V"'?  inTeasmja:,  the  comm  ssion  called  snecinl 
attention  to  the  subject  in  its  1829  reoort  (nn   7q  eQ\      tm      'y 

vations  of  the  comJnission  are  quoted  in  the  f^,lf™nJ^  ^"f""- 
fully  present  the  situation.  ^  **^  ^""  '^P*"'*-    ^^^ 

in.SeT?EciSf*f^^^  r/*  "J"?^  "^Jt  ?'«'''«"'  i«  °ow  being 
BUmL   .  ™«,  ^oDMnittee  on  Interstate  and  Foreign  Commerce  of  thS 

„.S'  •''h'^  ''^?"  completed  will  be  available  to  C^S^   1^1 
superficial  discussion  in  this  report  would  be  useless  (pj^lm). 

PBESKNT  PROPOSED  LEGISLATION 

th  JfenJf  ^^'''«.  *}^  committee  for  consideration  S.  668,  and  before 

ATSe^'of.'f^rt^  a  pro'Sr^the'c^^iXa 

in  the  pubUc  i^^T^  TlS  provton^d  teLT'*'°^*''T  ^"^ 
necessary  to  make  other  olrtsTZKin^  "J'*'"  ^eadmenta 
S.  668  (p.  197)  P        "'  *^^  *""  conform  do  not  appear  in 

»i35f™  ^  some  differences  between  the  House  and  Senate  l.illo 
whKh  «e  dBcussed  in  the  report  (pp.  198-199)  **^  '''^' 

TTie  analysis  of  S.  668  set  out  in  the  report  can  not  well  h»  =„,„ 
manzed.     tery  briefly,  its  provisions  faU^fnto  three  cksL- 

1.  Prpviaons,  dealing  principally  with  matter  ofTn;.p,lnro 
concerning  which,  if  any  consolidntYnn  Io^otT*:^  ^  ot  procedure, 

a.«e  is  ifttle  dispiKd  A'cf  r^^v  mZv^o?^;^e't^ 
daungl  to  exist  ii^the  present  law.       ^   ^^^  "^  ^^^  •^*^**='« 

2.  Provifflons  differing  somewhat  from  the  orovisions  of  f ».«, 
House  bill  deahng  with  the  same  subject.  !''""«''«'«  «'  '»»« 

3.  Froviaions  involving  questions  of  poUcy. 


Referring  only  to  the  most  important  of  the  third  class : 

1.  It  is  questionable  whether  section  207  sufficiently  author- 
izes the  commission  to  impose  as  a  condition  of  approval  of  a 
unification  the  acquisition  of  carriers  not  joining  in  the  petition; 
and  if  sufficient  whether  the  section  is  effective,  especially  in  the 
absence  of  a  provision  for  condemnation  (pp.  200-201). 

2.  There  are  omitted  from  the  proposed  legislation  three 
elements  considered  basic  at  the  time  of  the  passage  of  the 
original  act. 

(a)  There  is  no  requirement  that  consolidations  conform  to  a 
plan. 

(b)  There  is  no  requirement  that  in  the  division  of  railways 
into  systems  competition  shall  he  preserved  as  fully  as  possible. 

(c)- There  is  no\eqiurement  that  existing  routes  and  chan- 
nels  of  trade  be  maintained,  in  fact,  there  is  not  even  a  reference 
to  such  maintenance  (pp.  202-203).  _  ^ 

In  place  of  these  requirements  of  the  original  law,  there  is  substi- 
tuted the  general  test  of  the  promotion  of  public  interest,  and  the 
maintenance  of  competition  is  merely  one  element  to  be  considered  in 
determining  public  interest.  It  does  not  require  the  maintenance  of 
existing  competition  but  merely  that  there  must  be  competition  after 
a  unification  if  there  is  competition  before  the  unification — in  other 
words,  a  new  competition  substituted  for  the  old— and  this,  not  as  a 
preregnisite,  but  merely  as  an  element  of  public  interest  to  be 
considered. 

The  omission  of  a  provision  requiring  the  maintenance  of  existing 
routes  and  channels  of  trade  is  worthy  of  the  most  careful  delibera- 
tion. Not  only  is  there  no  admonition  to  the  commission,  but  a 
serious  question  would  arise,  in  view  of  its  omission  from  the  new 
law,  as  to  the  right  of  the  commission  to  impose  any  such  condition 
in  an  order  of  approval  (pp.  204-206). 

3.  The  exemption  from  the  antitrust  laws  contained  in  the 
present  act  is  carried  forward  and  elaborated.  In  view  of  past 
action  of  the  commission,  and  in  view  of  some  of  the  expressions 
quoted  in  the  report,  the  matter  of  such  exemption  should  receive 
careful  consideration  (p.  206). 

4.  The  provision  for  a  complete  plan  which  must  be  followed 
is  omitted,  and  there  is  substituted  a  provision  for  a  plan  which 
is  to  be  used  by  the  commission  upon  unification  petitions.  What 
efficacy  such  a  plan  might  have  is  a  matter  of  conjecture  (pp. 
206-207). 

The  bill  omits  to  make  any  provision  for  the  regulation  of  holding 
company  operations,  and  wholly  omits  any  provisions  for  the  protec- 
tion of  the  interests  of  labor  (p.  207). 

The  legislation  being  intended  to  provide  for  a  voluntary  system 
of  consolidation  only,  there  are,  of  com-se,  no  provisions  compelling 
the  formation  of  systems  such  as  were  contemplated  in  the  original 
act,  and  no  compulsion,  direct  or  indirect,  except  as  may  be  pro- 
vided by  section  207,  upon  any  strong  carrier  to  acquire  any  short 
or  weak  line  (p.  207). 
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CONCLUSION'S 
^^!: J5'^'  '*'®"  *?  *'  f^T^^  ^{  opinion  as  to  tte  policy  of  railroad 

Mf  £f  s:f  ^  tr;^ ''  ^^^^  '^  -^  ^^  ^-^-^ 

blcT^  ^'  ^'^^  traBsportation  act  were 

-«1""L'^*'**'  ^^^  TT'  ^'^^'^-  "'"*^'  ^^  <^^m^d  hj  all  camera  in 

any  PTMi,  competitive  terri,to,rv  for  similar  service 

(^)  That  average /ates  must  be  fi,xed,  based  on  the  averair© 
wZle  '^"^  "^^^^^  ^"^  ^''"y  8^*^«°  ^^mpetitive  terri;tory,  a7a 

#  JSlZ*'**  ''withoiit  eq<»limt!:on  m  between  the  carriers  in  such 
territory  ^aviinpj  mtm  would  result  in  inequalities  of  return  riv- 
ing excessive  rates  to  the  strong  and  inadequate  rates'"  to  the 

w©aK. 

(d)  That  ■equalization  between  the  earners  could  be  secured 

by  oiMn::taiimg'.»troiig'  and  weak  roads  into  systems,  these  systems 
to  be  of  appo3ai»i;i.toly  ^equal  stre^ngth  so  that  averaJ  rates 
wouW  produce  a  faif  return^ and  substantially  the  sam^rate  of' 

return  on  investment  for  each  system 

*ithlu?iSilStv  n/'^t.-ri?.  r'  rP  P«n«it  average  ratee 

wmoiii  mequaiily  ot  return.,  but  would  permit  the  weak  ro^ads 

tol^r**'^  P«t  of  the  transportation  system,  of  the  country,' 

(/)  That  such  a  program  of  equ^ahzation  could  be.  carri^ed  out 

By  .Having  the  Intewtote  Commerce  Commission  prepare  a  plan 

fci!^tf  l^hrT""  ''^  ■^■^,r««ti7  siio:uld  be  grouped  m  a 
limited  number  of  systems,  and  that  after  the  preparation  of  such 

a  plan  t^  caraiew  would  consohdate  in  aocowltoce  with  it 

ig)  Ihat  by  the  carrying  out  of  this  program  the  entire  trans- 
'Ijortafcion,  system  of  the  country  would  he  strengthened 
^.  "^"^f^»e  sponsors  and  supporters  of  the  co:nsolidation  provi- 

:a»BS  anticipated  additional  lieMitfi  from  the  program,  such  as  eeon- 

Zr5;:i^r^T^"^'^^^  i^«P?"-^«<i  €«  ^vice,  better  Tan- 

'diing  of  traflic,  lower  and  more  scientific  rates  of  transportation  more 
'OquitaWe  .adjustinent  of  lates  between  commodities,  simDlified  and 

•JZw^t^'^'J^*^^^  ^T^^  ^  all'commmnties  and 

f^a&ito.tation  of  the  credit  ol  mdroads  wi,th  more  economical  and 

convenient  financing. 

(Ja  Iff*"  '^  "^'^^-/^^  intention  of  Congress  that  existing  competition 
(and  not  competition  between  the  new  systems)  should  be  preserved 
as  lully  as  possible  and  that  the  principal  lines  of  the  country  should 

m  maintamecl  as  separate  conipetoig'  organizations  by  which  the 
weaker  complementary  lines  would  be  taken  in 
wi*  I^^  f«  exemption  from,  the  provisions' of  the  antitrust  laws 
was  not  intended  to  reverse  the  national  policy  as  to  trusts  and 

nionopohes  and  facilitate,  consolidations  by  which  monopolies  would 

be  created  but  orfy  to  facihtate  consolidations  necessary  to  realize 
the  purpose  of  the  act,  involving  minor  'Violations  of  such  laws. 


6.  That  the  consolidation  legislation  has  not  and  can  not  accom- 
plish its  original  purpose,  for  the  following  reasons : 

(a)  Equahzation  between  carriers,  so  that  average  rates  will 
produce  substantially  the  same  rate  of  return  for  each,  by  con- 
solidation, can  only  be  accomplished  by  grouping  all  carriers  in 
any  given  competitive  temtory  in  systems. 

(b)  Such  a  grouping  can  only  be  made  by  formulating  a  plan, 
which  must  then  be  followed. 

(c)  Opinion  is  practically  unanimous  that  the  provision  for 
such  a  plan  is  impracticable. 

(d)  A  complete  grouping  ^ill  not  be  carried  out  under  a  volun- 
tary system  because  the  strong  roads  refuse  to  take  over  weak 
roads  unless  the  transactions  are  commercially  justifiable. 

(e)  A  compulsory  system  can  not  be  put  into  effect  because 
one  carrier  can  not  be  compelled  to  acquire  another. 

(/)  In  view  of  the  position  of  the  stronger  roads  as  to  the 
acquisition  of  unprofitable  weak  roads,  and  in  the  light  of  the 
I  history  of  the  past  ten  years,  there  exists  no  reasonable  ground 

'^  for  belief  that  the  weak  road  problem  will  be  solved  by  a  policy  of 

consolidation. 

7.  That  there  is  no  definite  evidence  that  consolidations  will  result 
In  substailtial  economies. 

8.  That  there  is  no  substantial  evidence  that  consolidations  will 
produce  any  reduction  of  rates. 

9.  That  a  program  of  consolidation  providing  for  the  grouping  of 
carriers  into  provisional  systems  under  a  complete  plan  with  pro- 
visions for  adjustment  of  income  within  each  system  on  a  recapture 
basis  might  assist  the  weak  roads  generally.  That  such  a  plan  is 
objected  to  as  amounting  to  compulsion,  and  is  further  subject  to  the 
same  objections  as  the  present  recapture  law  and  the  present  provision 
for  a  complete  plan,  and  might  be  of  doubtful  constitutionality. 

10.  It  is  the  opinion  of  manj  students  of  traffic  problems  that  con- 
solidations will  result  in  certain  benefits  such  as  longer  hauls  on  same 
system,  cheaper  financing,  simplified  accounting  and  reports,  more 
flexibility  in  routing,  avoidance  of  switching,  longer  full  train  hauls, 
opportunity  to  purchase  on  larger  scale,  standardization  of  equipment, 
lessened  number  of  repair  shops,  more  cars  **at  home"  on  system,  and 
less  labor.  There  is  no  strong  contention  that  such  benefits  will  result 
in  any  substantial  financial  economies. 

11.  That  the  greatest  benefits  of  consolidations  now  contemplated 
will  accrue  to  lines  already  strong,  who  are  seeldng  largely  to  acquire 
other  strong  lines  and  thus  build  up  their  systems,  rather  than  to 
take  in  weak  fines. 

12.  That  such  a  program  of  consolidation  may  tend  to  further 
weaken  weak  lines  through  closing  of  through  routes  and  withdrawal  of 
traffic. 

13.  That  labor  will  probably  suffer  from  such  consolidations  as  are 
now  sought,  unless  some  protection  is  afforded  employees. 

14.  That  the  limitation  of  open  gateways  and  the  possible  closing 
of  through  routes  after  consolidations  may  deprive  shippers  of  the 
benefits  of  competition  in  service. 

15.  That  there  is  no  particular  objection  to  unifications  such  as  were 
effected  prior  to  the  passage  of  the  transportation  act,  subject  to  the 
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vkrfL  the  aStrns?  Tt/**"''*'  °PP»«iti?«  to  consolidations  which 

17.  That  such  opposition  woEobrblfno^i^lZ''"""*^-  :■ 
of  short  and  weak  lines  proDably  not  extend  to  acquisitions 

vi^oVo'f1^sti"aras*rth;LSLSS«f  ^?^  that  the  pr.- 

of  trade  and  the  presTrv^tion  T^* w*  ''^  °^  ™"*.^  ^^'^  channels 
repealed  or  weakened  ^'°'*'°^  competition  should  be 

interest  fuXr  enc^^aSe^  of  ."**'?  'T"?^  ''*  ^'^^  ?"»>«« 
consolidation  as  conSE  by  the  tranroKfoT^^  P'^^™""  «^ 
»Hv^wI'i%*  f^'il»t«'7  legislation  should  be  continued  *  enaotpH 
Sattn?*^***^  ^''"^^"'^  ^««--*-  ^»"  control  of  p*n?Sssib)e 
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